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Sincerely,

G AT .

Patsy H. Nanbu
Assistant Treasurer

Enclosures

xc: Division of Consumer Advocacy (2 copies)

Hawai‘i Electric Light _ PO BOX 1027 / HILO, H1 96721-1027



‘—--

2

}

ELECTRIC AND/OR GAS UTILITIES

CLASSES A AND B
ANNUAL REPORT

OF

Hawaii Electric Light Company, Inc.

Exact legal name of reporting electric and/or gas utility

{If name was changed during year, show also the previous name and date of change)

1200 Kilauea Avenue, Hilo, Hawaii 96720

{Address of principal business office at end of year)
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YEAR ENDED 12/31/2018 L
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TO THE
STATE OF HAWAII
PUBLIC UTILITIES COMMISSION

Name, title, address and telephone number (incfuding area code), of
the person fo contact concerning this report:
Patsy Nanbu, Assistant Treasurer
900 Richards Street, Honolulu, Hl 96813

(808) 543-7424




FERC FORM NO. 1/3-Q:

REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER

IDENTIFICATION

01 Exact Legal Name of Respondent

02 Year/Period of Report

Hawaii Electric Light Company, Inc. End of 2018/Q4

03 Previous Name and Date of Change (if name changed during year)

04 Address of Principal Office at End of Pericd (Street, City, State, Zip Code)

1200 Kilauea Avenue, Hilo, H1 96720

05 Name of Contact Person 06 THle of Contact Person

Patsy Nanbu

Assistant Treasurer

07 Address of Contact Person (Street, City, State, Zip Code)

900 Richards Street, Honolulu, H! 96813

08 Telephone of Contact Person, including
Area Code
(80B) 543-7424

09 This Report is
(1) [X] An Criginal

10 Date of Report
(Mo, Da, Yr)
1213142018

(2)[ 1A Resubmission

ANNUAL CORPQORATE OFFICIER CERTIFICATION

The undersigned officer certifies that:

| have examined this report and to the best of my knowledge, information and belief all statements of fact contained in
this report are correct statements of the business affairs of the respondent and the financial statements and other
financial information contained in this report, conform in all material respects to the Uniform System of Accounts,

01 Name
Patsy Nanbu

03 Signature

02 Title
Assistant Treasurer

Patsy Nanbu

04 Date Signed
(Mo, Da, Yr)

Title 18, U.S.C. 1001 makes it a crime for any person to knowingly and willingly to make to any Agency or Department
of the United States any false, fictitious or fraudulent statements as to any matter within its jurisdiction.

FERC FORM NO. 1 (ED. 12-86)
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Name of Respondent
Hawaii Electric Light Company, Inc.

The report is
(1) [ X ] An Original
{2) [ ] A Resubmission

Date of Report
{Mo, Da, Yr)
5/31/2019

Year of Report

12/31/2018

LIST OF SCHEDULES

Enter in column {d) the terms "none,” "not applicable," or "NA," as appropriate, where no information or amounts
have been reported for cerlain pages. Omit pages where the respondents are "none,” "not applicable,” or "NA".

Title of Schedule Reference Remarks
Page No.
(a) (b) {c)
General Corporate Information and
Financial Statements
General Information 101
Control over Respondent 102
Corporations Controlled by Respondent 103 NA
Officers and Directors 104-105
Security Holders and Voting Powers 106-107
Important Changes During the Year 108-108 NYPSC Modified
Comparative Balance Sheet 110-113
Statement of Income for the Year 114-117
Statement of Retained Earnings for the Year 118-119
Statement of Cash Flows 120-121
Notes to the Financial Statements 122-123
Statement of Accum Comp Income, Comp Income and
Hedging Activities 122(a)(b)
Balance Sheet Supporting Schedules {Assets
and Other Debits)
Summary of Utility Plant and Accumulated Provision for
Depreciation, Amortization, and Depletion 200-201
Nuclear Fuel Materials 202-203 NA
Electric Plant in Service 204-207
Electric Plant Leased to Others 213 NA
Electric Piant Held for Future Use 214
Construction Work in Progress 216 NYPSC Modified
Construction Overheads 217 NYPSC Modified
General Description of Construction Overheads Procedures 218
Accumulated Provision for Depreciation of Electric Plant 219
Non-Utility Property 221
Investment in Subsidiary Companies 224-225 NA
Material & Supplies 227
Allowances 228-229 NA
Extraordinary Property Losses 230 NA
Unrecovered Plant and Regulatory Study Costs 230 NA
Transmission Service and Generation Interconnection
Study Costs 231 NA
Other Regulatory Assets 232
Misceltaneous Deferred Debits 233
Accumulated Deferred Income Taxes (Account 190) 234 NA
Balance Sheet Supporting Schedules (Liabilities
and Other Credits)
Capital Stock 250-251 NYPSC Modified
Other Paid In Capitat 253 NA (NYPSC Modified)
Capital Stock Expense 254
Long-Term Debt 256-257 NYPSC Modified

FERC FORM NQ. 1 {REV. 12-15) NYPSC MODIFIED-15
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Name of Respondent The report is Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X ] An Original (Mo, Da, Yr)
{2)[ 1A Resubmission [5/31/2019 12/31/2018
LIST OF SCHEDULES (Continued)
Title of Schedule Reference Remarks
Page No.
(a) {b) (d)
Balance Sheet Supporting Schedules (Liabilities
and Other Credits) {Continued)

Reconciliation of Reported Net Income with Taxable Income

for Federal Income Taxes 261
Taxes Accrued, Prepaid and Charged During the Year 262-263 NYPSC Modified
Accumulated Deferred Investment Tax Credits 266-267 NYPSC Modified
Other Deferred Credits 2689
Accumulated Deferred Income Taxes - Accelerated

Amortization 272-273 NA
Accumulated Deferred Income Taxes - Other Property 274-275
Accumulated Deferred Income Taxes - Other 276-277
Other Regulatory Liabilities 278

Income Account Supporting Schedules

Electric Operating Revenues 300-301 NYPSC Modified
Regional Transmission Service Revenues 302 NA
Sales of Electricity by Rate Schedules 304
Sales for Resale 310-311 NA (NYPSC Modified)
Electric Operation and Maintenance Expenses 320-323
Number of Electric Department Employees 323
Purchased Power 326-327 NYPSC Modified
Transmission of Electricity for Others 328-330 NA (NYPSC Modified)
Transmission of Electricity by ISO/RTOs 331 NA
Transmission of Electricity by Others 332 NA (NYPSC Modified)
Miscellaneous General Expenses 335 NYPSC Modified
Depreciation and Amortization of Electric Plant 336-337
Particulars Concerning Certain Income Deduction and

Interest Charges Accounts 340 NYPSC Modified

Common Section
Regulatory Commission Expenses 350-351 NYPSC Modified
Research, Development, and Demonstration Activities 352-353
Distribution of Salaries and Wages 354-355
Common Utility Plant and Expenses 356 NA (NYPSC Modified)
Electric Plant Statistical Data
_ Amounts included in ISO/RTO Settlement Statements 397 e NAL

Purchase and Sale of Ancillary Services 398 NA
Monthly Transmission System Peak Load 400
Monthly ISO/RTO Transmission System Peak Load 400a NA
Electric Energy Account 401
Monthly Peaks and Output 401
Steam - Electric Generating Plant Statistics (Large Plants) 402-403 NA
Hydroelectric Generating Plant Statistics {Large Plants) 406-407 NA
Pumped Storage Generating Plant Statistics (Large Plants) 408-409 NA
Generating Plant Statistics (Small Plants) 410-411
Energy Storage Operations (Large Plants) 414-416 NA
Energy Storage Operations (Small Plants) 419420

FERC FORM NO. 1 (REV. 12-15) NYPSC MODIFIED-15
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Name of Respondent The report is Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X ] An Original (Mo, Da, ¥r)
{2) [ ] A Resubmission [5/31/2019 12/31/2018
LIST OF SCHEDULES (Continued)
Title of Schedule Reference Remarks
Page No.
(@ {b) (c)
Electric Plant Statistical Data (Continued)

Transmission Line Statistics 422-423
Transmission Lines Added During Year 424-425 NA
Substations 426-427
‘Electric Distribution Meters and Line Transformers 429
Transactions with Associated (Affiliated) Companies 430
Footnote Data 450

Stockholders’ Reports Check appropriate box:
Two copies will be submitted ]

No annual report to stockholders is submitted [ )

]

FERC FORM NO, 1 (REV. 12-15) NYPSC MODIFIED-15
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [X] An Original (Mo, Da, Yr)
(2) [ 1 A Resubmission 5/31/2019 12/31/2018

GENERAL INFORMATION

1. Provide the name and title of the officer having custody of the general corporate books of account and the address of
the office where the general corporate books are kept, and the address of the officer where any other corporate books of
account are kept, if different from that where the general corporate books are kept.

Sharon M. Suzuki, President, Maui County & Hawaii Island Utilities
210 Kamehameha Avenue
Kahului, HI 96732

Jay M. Ignacio, President (Retired on Feb. 2, 2019)
1200 Kilauea Avenue
Hito, HI 96720

2. Provide name of the State under the laws of which respondent is incorporated, and date of incorporation. If
incorporated under a special law, give reference to such law. If not incorperated, state that fact and give the type of
organization and the date organized.

Respondent was incorporated on December 5, 1894 and is validly existing as a corporation under the laws
of the State of Hawaii.

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) the name of the
receiver or trustee, (b) the date such receiver or trustee took possession, (c) the authority by which the receivership or
trusteeship was created, and {d) the date when possession by the receiver or trustee ceased.

Not applicable.

4. State the classes of utility and other services furnished by respondent during the year in each State in which the
respondent operated.

Electric Utility - Class "A" - The respondent is an operating public utility engaged in the business of generating,
purchasing, transmitting, distributing and selling electric energy on the Island of Hawaii, in the State of Hawaii.

There is no other Public Utility rendering electric service on the Island of Hawaii.

5. Have you engaged as the principal accountant o audit your financial statements an accountant who is not the
principal accountant for your previous year's certified financial statements?

M Yes. Enter the date when such independent accountant was initially engaged:
{2) _X__ No.

FERC FORM NO.1 (ED. 12-87)
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Name of Respondent This Report is: Date of Report | Year of Report
Hawaii Electric Light Company, Inc. (1) [X] An Original (Mo, Da, YT1)
(2) [ 1 A Resubmission 5/31/2019 12/31/2018

CONTROL OVER RESPONDENT

1. If any corporation, business trust, or similar
organization or combination of such organizations
jointly held control over the respondent at the end of

the year, state the name of the controlling

corporation or organization, manner in which control
was held and the extent of control. If control was in

a holding

company organization, show the chain of ownership
or control to the main parent company or
organization. If contro! was held by a trustee(s),

state the name of the trustee(s), name of the

beneficiary or beneficiaries for whom the trust was
maintained, and the purpose of the trust.

Respondent has been a wholly owned subsidiary of Hawaiian Electric Company, Inc. since February 1, 1970.

Effective July 1, 1983, Hawaiian Electric Company, Inc. became a wholly owned subsidiary of Hawaiian

Electric Industries, Inc.

FERC FORM NO. 1 (ED. 172-96)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. {1) [X ] An Original {Mo, Da, Y1)
{2) [ ] A Resubmission . 5/31/2019 12/31/2018

THIS PAGE LEFT BLANK INTENTIONALLY

FERC FORM NO. 1 (ED. 12-95)
Page 102-A
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Name of Respondent

Hawaii Electric Light Company, Inc.

This Report is:
{1) [ X ] An Original
{2) [ ] A Resubmission

Date of Report
{Mo, Da, Yr)
513112019

Year of Report

OFFICERS AND DIRECTORS (Including Compensation)

12/31/2018

Furnish the indicated data with respect to each executive officer and director. whether or not they received any compensation from

1.
the respondent. 4
2. Executive officers include a company's president, secretary, treasurer and vice president in charge of a principal business unit,
division or function (such as sales, administration, or finance), and any other person who performs similar policy making functions.
3. Indicate with an asterisk (*) in column (a) those directors who were members of the executive committee, if any, and by a double
asterisk (**) the chairman, if any, of that committee, at the end of the year. ’ .
Titte and Depariment Term Expired ] Salary
Line ) Over Which Jurisdiclion * or Current Rate at Paid During
No. Name of Person Is Exercised Term Will Year End Year
{(a) (b} - Expire (d) (e)
___©
President, Maui Island and Hawaii{Director Term Expires at the next
1|Sharon M. Suzuki Island Utilities/Director annual meeting in May 2020
. C Director Term Expires at the next
2{Tayne S. Y. Sekimura Financial Vice President/Director |annual meeting in May 2020
3|Jimmy D. Alberts Vice President .
4|Cecily A, Barnes Vice President
5|Ronald R. Cox Vice President r
6| Darcy L. Endo-Omoto Vice President
7|{Robert C. Isler Vice President
8|Shelee M. T. Kimura Vice President
. Vice President & Assistant
9|Erin P. Kippen Secretary ) .
10[{Susan A. Li Vice President & Secretary
11[Larry (Keola) Siafuafu- Vice President
12|Joseph P, Viola Vice President .
13|Shannon Asato Treasurer_
14}Patsy H. Nanbu |Assistant Treasurer
15{Paul Franklin~ - Assistant Treasurer
16|Kevin Waltjen ' |Assistant Secretary
. Director Term Expires at the next
17|Alan M. Oshima Chairman of the Board annual meeting in May 2020
18 - 4
. 19
20 .
.21
22 >
. 23
24
25
NOTES:

FERC FORM NO. 1 (NYPSC MODIFIED 182-95)

Please complete the information on this schedule for all copies (paper and electronic version) of the report.
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Name of Respondent

Hawaii Electric Light Company, inc.

This Report is;

(1) [X ] An Original
(2) [ ] A Resubmission

Date of Report
(Mo, Da, Y1)
5/31/2019

Year of Report

12/31/2018

OFFICERS AND DIRECTQORS (Including Compensation - Continued)

4. If any person reported in this schedule received remuneration directly or indirectly other than salary shown in column (e}
list the amount in column {f} through (k) with the footnotes necessary to explain the essentials of the plan, the basis of
determining the ultimate benefits receivable and the payments or provisions made during the year to each person reported
herein. If the word "none" correctly states the facts in regard to the entries for column (f} through (k}, so state.

5. If any person reported hereunder received compensation from more than one affiliated company or was carried on the
payroll of an affiliated company, details shall be given in a note.

Foot-
note
Ref.

Deferred
Compensation

(f)

incentive Pay
(Bonuses, et}

@

Savings
Plans

(h)

Stock
Options
(i)

Life Insurance
Premiums

)

Other
(Explain Below)
(k)

Total
{e thru k)

M

Line
No.

o

ojo|o|o|o|Ic| o

Q|e|o|e|@e|o|o|o

Q| OO O| O O D OO

NOTES:

ERC FORM NO. 1 {(NYPSC MODIFIED 182-95)
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Name of Respondent This Report is: Date of Report Year (ﬁEPOFt
Hawaii Electric Light Company, Inc. (1) { X ] An Original (Mo, Da, ¥T)
(2) [ ] A Resubmission 5/31/2019 12/31/2018

SECURITY HOLDERS AND VOTING POWERS

1. Give the names and addresses of the 10 security
holders of the respondent who, at the date of the latest clos-
ing of the stock book or compitation of list of stockhalders
of the respondent, prior to the end of the year, had the
highest voting powers in the respondent, and state the
number of votes which each would have had the right to
cast on that date if a meeting were then in order. If any
such holder held in trust, give in a footnote the known
particulars of the trust (whether voting trust, etc.),
duration of trust, and principal holders of beneficiary
interests in the trust. if the stock book was not closed or a
list of stockholders was not compiled within one year prior
to the end of the year, or if since the previous compilation
of a list of stockholders, some other class of security has
become vested with vating rights, then show such 10

‘security holders as of the close of the year. Arrange the

names of the security helders in the order of voting power,
commencing with the highest. Show in column (a) the tittes
of officers and directors included in such list of 10 security
holders.

2. |f any security other than stock carries voting rights,

explain in a footnote the circumstances

whereby such security became vested with voling rights and
give other important particutars {details} concerning the voting
rights of such security. State whether voting rights are actual
or contingent; if contingent, describe the contingency.

3. If any class or issue of security has any special
privileges in the election of directors, trustees or managers, or
in determination of corporate action by any methed, explain
briefly in a footnote.

4. Furnish particulars (details) concerning any options,
warrants, or rights outstanding at the end of the year for
others to purchase securities of the respendent or any securities
or other assets owned by the respondent, including prices,
expiration dates, and other material infermation relating to
exercise of the options, warrants, or rights. Specify the amount
of such securities or assets so entitled to be purchased by any
officer, director, associated company, or any of the ten largest
security holders. This instruction is inapplicable to convertible
securities or to any securities substantially all of which are out-
standing in the hands of the general public where the options,
warrants, or rights were issued on a prorata basis.

1. Give date of the latest closing of the stock book prior 2. State the total number of votes cast 3. Give the date and
to end of year, and state the purpose of such closing: at the latest general meeting prior to place of such meeting:
end of year for election of directors of
the respendent and number of such
votes cast by proxy.
Total:
By proxy:
VOTING SECURITIES
Line Number of votes as of (date):
No. Name (Title) and Address of Security Total Common Preferred
Holder Votes Stock Stock Other
(a) (b) (c) (d) )
4 |TOTAL votes of all voting securities 2,413,302 100%|None*
5 |TOTAL number of security holders 1 1[None*
6 |TOTAL votes of security holders 2,413,302 100%|None*
listed below
Hawaiian Electric Company, Inc. {(P.O. Box 2750,
Honolulu, Hawaii 96840) owns 100% of the
7 shares of Hawaii Electric Light Company, Inc. »
*Shares of Hawaii Electric Light Preferred Stock
8 _|are not considered voting securities.
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
FERC FORM NO. 1 (ED. 12-96)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X ] An Original {Me, Da, Y1)
(2) [ ] A Resubmission 5/31/2019 12/31/2018

THIS PAGE LEFT BLANK INTENTIONALLY

FERC FORM NOQ.1 (ED. 12-96)
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Name of Respondent This Report is: Date of Report | Year of Report
Hawaii Electric Light Company, Inc. (1) [X] An Original (Mo, Da, Yr)
(2) A Resubmission| 5/31/2019 12/31/2018

IMPORTANT CHANGES DURING THE YEAR

Give particulars {details} concerning the matters indicated
below. Make the statements explicit and precise, and number
them in accordance with the inguiries. Each inquiry should
be answered. Enter "none", "not applicable,” or "NA" where
applicable. If information, which answers an inquiry, is given
elsewhere in the report, make a reference to the schedule in

which it appears.

1. Changes in and important additions to franchise rights:
Describe the actual consideration given therefore and state
from whom the franchise rights were acquired. If acquired
without the payment of consideration, state that fact.

2. Acquisition of ownership in other companies by
reorganization, merger, or conselidation with other
companies: Give names of companies involved, particulars
concerning the transactions, name of the Commission
authorizing the transaction, and reference to Commission
authorization.

3. Purchase or sale of an operating unit or system: Give
a brief description of the property, and of the transactions
relating thereto, and reference to Commission authorization, if
any was required. Give date journal entries called for by the
Uniform System of Accounts were submitted to the
Commission.

4. Important leaseholds {other than leaseholds for natural
gas lands) that have been acquired or given, assigned or
surrendered: Give effective dates, lengths of terms, names of
parties, rents, and other conditions, State name of
Commission authorizing lease and give reference to such
authorization.

5. Important extension or reduction of transmission or
distribution system: State territory added or relinguished and
date operations began or ceased and give reference to
Commisston authorization, if any was required. State also the
approximate number of customers added or lost and
approximate annual revenues of each class of service. Each
natural gas company must also state major new continuing
sources of gas made available to it from purchases,

development, purchase contract or otherwise, giving location
and approximate total gas volumes available, period of
contracts, and other parties to any such arrangements etc.

6. Obligations incurred as a result of issuance of securities
or assumption of liabilities or guarantees including issuance of
short-term debt and commercia! paper having a maturity of
one year or less. Give reference to FERC or State
Commission autherization, as appropriate, and the amount of
obligation or guarantee.

7. Changes in articles of incorporation or amendments to
charter: Explain the nature and purpose of such changes or
amendments.

8. State the estimated annual effect and nature of any
important wage scale changes during the year.

9. State briefly the status of any materially important legal
proceedings pending at the end of the year, and the results of
any such proceedings culminated during the year.

10. Describe any materially important transactions of the
respondent, not disclosed elsewhere in this report, in which an
officer, director, security holder reported on page 6, voting
trustee, associated company or known asscciate of such
persons was a party ar in which such person had a material
interest.

11. (Reserved)

12. If the important changes during the year relating to the
respondent company appearing in the annual report to
stockholders are applicable in every respect and furnish the
data required by instructions 1 to 11 above, such notes may
be included on this page {(Paper Copy Only).

Page 108 intentionally left blank
See page 109 for required information.

FERC FORM NO.1 (ED. 12-96) NYPSC Modified-96
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Name of Respondent This Report is: Date of Report | Year of Report

Hawaii Electric Light Company, Inc. (1Y [X] An OCriginal (Mo, Da, Yr)

(2) [ ] A Resubmission] 5/31/2019 12/31/2018

IMPORTANT CHANGES DURING THE YEAR (Continued)

1.

2.

8.

9.

None

None

. None
. None
. None
. See 2018 10-K pages 142-143, "Note 6 Long-term debt"

. None

None

See 2018 10-K pages 104-111, "Note 3 Electric utility segment - Commitments and contingencies”.

10. None

11

. {Reserved)

12. None

FERC FORM NO.1 (ED. 12-96) NYPSC Modified-96
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Name of Respondent This Report is: Date of Report Year of Report
" Hawaii Efectric Light Company, Inc. (1) [X] An Original (Mo, Da, ¥r)
. * (2) [ 1 A Resubmission 5/31/2019 12/31/2018
COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS)
Ref. Balance at Balance at
Line Title of Account Page No. Beg. of Year End of Year
No. : (a) : b} — {d)
1 UTILITY PLANT L "'
2 |Utility Plant {101-106, 114) 200-201 $1,306,109,104 { $1,265,159,108
3 |Construction Work in Progress (107} 200-201 11,922 416 5,515,367
4 |TOTAL Utility Piant {Enter Total of lines 2 and 3) 1,318,031,521 1,270,674 472
5 [(Less) Accum. Prov. for Depr. Amort. Depl. (108,111,1 15) 200-201 624,991,487 651,930,062
6 |Net Wility Plant {Enter Total of line 4 less 5) ' - 693,040,034 618,744,411
7 |Nuclear Fue! {120.1-120.4, 120.6) 202-203 .
8 |(Less) Accum. Prov. for Amont. of Nucl. Fuel Assemblies {120. 5) 202-203
9 |Net Nuclear Fuel (Enter Total of line 7 less 8) - 0 0
10 |Net Utility Plant (Enter Total of lines 6 and 9) - 693,040,034 618,744,411
11 |Utility Plant Adjustments (116) - *
12 |Gas Stored Underground - Noncurrent (117) -
13 OTHER PROPERTY AND INVESTMENTS [ N
14 [Nonutility Property (121) 221 114,679 114,679
15 |{Less} Accum. Prov. for Depr. and Amort. (122} -
16 [Investments in Associated Companies (123) -
17 |Investment in Subsidiary Companies {123.1) 224-225
18 [(For Cost of Account 123.1, See Footnote Page 224, line 42) - i —
19 |Noncurrent Portion of Allowances -
20 |Other Investments (124) *
21 [Specia! Funds (125-128) -
22 |Long-Term, Portion of Derivative Assets (175) ¢
23 |Long-Term, Portion of Derivative Assets - Hedges {176) .
24 [TOTAL Other Property and Investments (Total of lines 14-17, 19-23) 114,679 114,679
25 CURRENT AND ACCRUED ASSETS [ R C
26 |Cash {131) - 4,020 449 15,618,596
27 |Special Deposits (132-134) -
28 |Working Fund (135) - 4,500 4,500
29 |Temporary Cash Investments {136) - -
30 |Notes Receivable (141) 904,613 752,255
31 |Customer Accounts Receivable (142) - 27,465,634 25,353,443
32 |Other Accounts Receivable (143) - 216,719 99,000
33 [{Less) Accum. Prov. for Uncollectible Acct.-Credit {144) - 1,849,581 479,556
34 |Notes Receivable from Associated Companies {(145) - 0 0
" 35 |Accounts Receivable from Assoc. Companies (146) - 1,734,831 2,736,044
36 |Fuel Stock (151) 227 8,688,080 11,026,695
37 |Fuel Stock Expenses Undlstnbuted {152) 227
38 [Residuals {Elec) and Extracted Products (153) 227
39 {Plant Materials and Operating Supplies (154) 227 8,565,395 7,920,643
40 |Merchandise (155) 227
41 |Other Materials and Supplies {156) 227
42 |Nuclear Materials Held for Sale (157) 202 203/227
43 |Allowances (158.1 and 158.2) 228-229
44 |(Less) Noncurrent Portion of Allowances 228-229 :
45 |Stores Expense Undistributed (163) . . : - (524,021) (766,142)
46 |Gas Stored Underground - Current (164.1) v -
47 |Liquefied Natural Gas Stored and Held for Processing{164. 2 164.3) -
48 |Prepayments (165) - 1,924 179 2,721,424
49 |Advances for Gas (166-167) -
50 |Interest and Dividends Receivable {(171) -
51 |Rents Receivable (172) . -
52 |Accrued Utility Revenues (173) - - 15,947,182 17,067,775
53 |Miscellaneous Current and Accrued Assets {(174) 2,585,688 2,490,308
54 |Derivative Instrument Assets (175)
55 |(Less) Long-Term Portion of Derivative Instrument Assets (175)
56 |Derivative Instrument Assets - Hedges (176)
57 }{Less} Long-Term Porlion of Derivative Instrument Assets - Hedges (176}
58 |TOTAL Current and Accrued Assets (Enter Total of lines 26 thru 57) $69,693,667 $84,544,985

-
w

FERC FORM NO.1 (ED. 12-15)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [X] An Original (Mo, Da, ¥YTr)
(2) [ ] AResubmission 5/31/2019 12/31/2018
COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS) (Continued)
Ref. Balance at Balance at
Line Title of Account Page No. Beg. of Year End of Year
No. {a) (b) C d
59 DEFERRED DEBITS
60 |Unamortized Debt Expense {181) - $1,384,250 $1,304,113
61 |Extraordinary Property Losses (182.1) 230
62 |Unrecovered Plant and Regulatory Study Costs (182.2) 230
63 |Other Regulatory Assets (182.3) 232 127,820,496 124,014,669
64 |Prelim. Survey and Investigation Charges (Electric) (183) -
85 [Prelim. Survey and Investigation Charges (Gas) (183.1, 183.2) -
66 |Clearing Accounts (184) - 2,706,478 2,492 699
67 |Temporary Facilities {185) - 0 2,403
68 [Miscelianeous Deferred Debits (186} 233 7,904,312 12,317,379
69 |Def. Losses from Disposition of Utility Pi. {187) -
70 |Research, Devel. and Demonstration Expend. {188) 352-353
71 |Unamortized Loss on Reacguired Debt {189) -
72 tAccumulated Deferred Income Taxes (180) 234
73 [Unrecovered Purchased Gas Costs (191) -
74 {TOTAL Deferred Debits (Enter Total of lines 60 thru 74) 139,815,637 140,131,264
75 TOTAL Assets and Other Debits (Enter Total of lines 10, 11, 12, 24,
58, and 74) $902,663,916 $843,535,340

FERC FORM NO.1 (ED. 12-15)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [X] An Original {Mo, Da, Yr)
- (2) [ ] A Resubmission 5/31/2019 12/31/2018
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)
- Ref. Balance at Balance at
Line Title of Account Page No. Beg. of Year End of Year
No. |+ . (a) + {b) _(©) (d)
1 PROPRIETARY CAPITAL : [
2 |Common Stock Issued (201} 250-251 $24,133,020 $24,133,020
3 |Preferred Stock Issued (204) . - 250-251 7,000,000 7,000,000
4 |Capital Stock Subscribed (202, 205) r ' 252 :
5 |Stock Liability for Conversion (203, 206) 252 o
6 |Premium on Capital Stock (207) 252 ~ 102,967,402 102,967,402
7 |Other Paid-in Capital {208-211) 253 . .
8 |Installments Received on Capital Stock (212) 252 .
9 |{Less) Discount on Capital Stock {213) 264 -
10 [{Less) Capital Stock Expense (214) ] 254 4 112,106 - 112,106
11 |Retained Earnings (215, 215.1, 216} 118-118 159,636,427 '+ 168,828,796
12 |Unappropriated Undistributed Subsidiary Earnings (216.1) 118-119 . | -
13 |{Less) Reacquired Capital Stock (217) 250-251
14 JAccumulated Other Comprehensive Income (219} 122(a){b) 22,384 56,391
15 |TOTAL Proprietary Capital {(Enter Total of lines 2 thru 14) - 293,647,127 302,873,503
16 " LONG-TERM DEBT - - . L -
17 |Bonds (221) L ] . - 256-257
18 |(Less) Reacquired Bonds (222) - i 256-257
19 |Advances from Associated Companies (223) 256-257 10,000,000 10,000,000
20 |Other Long-Term Debt (224) - 256-257 194,000,000 209,000,000
21 {Unamortized Premium on Long-Term Debt (225) - "
22 |(Less) Unamortized Discount on Long-Term Debt-Debit (226) -
23 |TOTAL Long-Term Debt (Enter Tolal of Lines 17 thru 22) - 204,000,000 219, 000 000
24 OTHER NONCURRENT LIABILITIES | N
25 |Obligations Under Capital Leases - Noncurrent {227} - .
26 |Accumulated Provision for Property Insurance (228.1) - -
27 |Accumulated Provision for Injuries and Damages {228.2) - ‘ ]
28 |Accumulated Provision for Pensions and Benefits (228.3) - 66,500,157 73,205,053
29 |Accumulated Miscellaneous Operating Provisions (228.4) ' - .
30 |Accumulated Provision for Rate Refunds {229) -
31 |Long-Term Portion of Derivative Instrument Liabilities S
32 |Long-Term Portion of Derivative Instrument Liabilities - Hedges -
33 |Asset Retirement Obligations (230)
34 |TOTAL Other Noncurrent Liabilities (Enter Total of lines 25 thru 33) 66,500,157 73,205,053
35 CURRENT AND ACCRUED LIABILITIES ‘a [
36 |Notes Payable (231) . .-
37 [Accounts Payable {232) g - 17,855,140 20,045,072
38 |Notes Payable to Associated Companies (233) " - -
39 |Accounts Payable to Associated Companies (234) - - 757,517 6,587,759
40 |Customer Deposits (235) . - - 2,872,395 2,706,406
41 |Taxes Accrued (236) . [ ) 262-263 © 34,949,621 34,128,166
42 |Interest Accrued (237) - 4,173 537 4,203,185
43 |Dividends Declared (238) - M
44 |Matured Long-Term Debt (239) - 11,000,000 . 0
45 |Matured Interest (240) . N
46 |Tax Collections Payable {241) B B - 0 91,478
47 |Miscellaneous Current and Accrued Liabilities (242) - 4,211,693 3,924,862
48 |Obligations Under Capital Leases - Current (243) - -
49 |Derivative Instrument Liabilities (244)
50 |{Less) Long-Term Portion of Derivative Instrument Liabilities
51 |Derivative Instrument Liabilities - Hedges (245)
52 |(Less) Long-Term Portion of Derivative Instrument Liabilities - Hedges
53 |TOTAL Curmrent and Accrued Liabilities (Enter Total of lines 36 - 52} $75,819,904 571,686,949

FERC FORM NO.1 (ED. 12-15)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Cornpany, Inc. (1} [X] An Criginal (Mo, Da, Y1)
(2) [ ] A Resubmission 5/31/2019 12/31/2018
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS) {Continued)
Ref. Balance at Balance at
Line Title of Account Page No. Beg. of Year End of Year
No. (a) (b) C d
54 DEFERRED CREDITS
55 |Customer Advances for Construction (252) $15,860,030 $13,020,8677
56 |Accumulated Deferred Investment Tax Credits {255) 266-267 16,167,167 16,216,554
57 |Deferred Gains from Disposition of Utility Plant (256)
58 [Other Deferred Credits (253) 269 100,297,705 15,705,306
59 |Other Regulatory Liabilities (254) 278 73,416,499 76,891,402
60 |Unamortized Gain on Reacquired Debt (257} 269
61 |Accumulated Deferred Income Taxes (281 - 283} 272-277 56,955,328 54 935,807
52 |TOTAL Deferred Credits (Enter Total of lines 55 thru 61) $262,696,729 $176,769,835
63
64
65
66
67
68
69
70
71
72
73
74
75
76 TOTAL Liabilities and Other Credits (Enter Total of lines 15, 23, 34,
53 and 62) $902 663,916 $843,535,340
Note:

Please use the appropriate accounts under the heading "Other Noncurrent Liabilities" for accounts that the PSC

classifies as "Operating Reserves".

FERC FORM NO.1 (ED. 12-15)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X ] An Original (Mo, Da, Yr)
: (2) [ ] A Resubmission 5/31/2019 12/31/2018
FOOTNOTE DATA
Page Item ] Column
Number | Number | Number Comments
(@ | (b (c) : {d) —
113 58 [ Column c includes $96,884,021 of of Contributions in Aid of Canstruction as prescribed by NARUC |
System of Accounts and authorized by Hawaii Public Utilities Commission at December 31, 2017.
113 58 - d

|In 2018, CIAC was reclassified to and included in "Total utility plant”, consistent with:

Federal Energy Regulatory Commission.

FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent This_ﬁgport is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X]An Original (Mo, Da, Yr}
(2) [ 1A Resubmission 5/31/2019 12/31/2018
FOOTNQOTE DATA
Page ltem [ Column
Number | Number | Number Comments

(a)

(b)

{c)

(d)

THIS PAGE LEFT BLANK INTENTIONALLY

FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent + This Report is: Date of Repont Year of Report
Hawaii Electric Light Company, Inc. (1) [X] An Qriginal (Mo, Da, Yr)
: {2) [ 1_A Resubmission 5/31/2019 1213172018
STATEMENT OF INCOME FOR THE YEAR
1. Report amounts for accounts 412 and 413, Revenue and 5. Give concise explanations concerning unsettled rate
Expenses from Utility Plant Leased to Others, in another utility proceedings where a contingency exists such that refunds of
column (i, k, m, o) in a similar manner to a utility department. material amount may need to be made to the utility's customers or
Spread the amouni(s) over lines 02 through 24 as appropriate. which may result in a material refund to the utility with respect to
Include these amounts in columns (¢) and (d) totals. power or gas purchases. State for each year affected the gross
2. Report amounts in account 414, Other Utility Operating revenues or ¢osts 1o which the contingency relates and the tax
Income, in the same manner as accounts 412 and 413, effects together with an explanation of the major factors which
3. Report data for lines 7, 9, and 10 for Natural Gas companies affect the rights of the utility to retain such revenues or recover
* using accounts 404.1, 404.2, 404 .3, 407.1, and 407.2. amounts paid with respect to power and gas purchases.
4. Use page 122-123 for important notes regarding the statement 6. Give concise explanations concerning significant amount of
of income or any account thereof. any refunds made or received during the year resulting
(Ref.) TOTAL
Line . ' Account Page Current Year Previous Year
No. ) i No.
Y {b) {c) (d)
1 UTILITY OPERATING INCOME
2|Operating Revenues (400) ‘ 300-301 $374,734,337 $333,085,458
3[Qperating Expenses
4 Operation Expenses (401) 320-323 234,344,250 195,207,900
5 Maintenance Expenses (402) . 320-323 23,011,436 22 670,014
6 Depreciation Expense {403) . 336-337 . 43,984,622 42,022,634
7 Depreciation Expense for Asset Retirement Costs (403.1) 336-337 . o] 0
8 Amonrt. & Depl. of Utility Plant (404-405}) 336-337 9,166 11,990
. 9 Amort, of Utility Plant Acg. Adj. {406) 336-337 ) 0 0
10 Amort. of Property Losses, Unrecovered Plant and ; .

’ Regulatory Study Costs {407} ¥ 0 0
11 Amornt. of Conversion Expenses {407) 0 0
12 Regulatory Debits (407.3) 0 0
13 {Less) Regulatory Credits (407.4) . - - 0 0
14 Taxes Other Than Income Taxes (408.1) 262-263 34,787 561 31,094,825
15 Income Taxes -~ Federal {409.1) ‘ 262-263 5,086,015 8,578,010
16 . — Qther {409.1) . 262-263 - 2,174,371 1,571,881
17 Provision for Deferred Income Taxes (410.1) 234,272-277 (7,518,970) 3,340,504
18 (Less) Provision for Deferred Income Taxes -Cr. (411.1) * 234,272-277 - (6,757,854) 0
19~ Investment Tax Credit Adj. -- Net (411.4) 266 (14,040) {15,720)
20 {Less) Gains from Disp. of Utility Plant (411.6) . 3,550,812 2,922,808
21 Losses from Disp. of Utility Plant {411.7) “ 0 0
22 {Less) Gain from Disposition of Allowances (411.8) 0] . 0
23 Losses from Disposition of Allowances (411.9) . . 0 0
24 Accretion Expense (411.10) ’

25 TOTAL Utility Operating Expenses (Enter Total of lines 4 thru 22) 339,071,453 301,559,231
26 Net Utility Operating Income (Enter Total of )
line 2 less 25) (Carry forward lo page 117, line 27) $35,662,884 | " $31,526,227

1

FERC FORM NO.1 {REV. 12-15)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X1 An Original (Mo, Da, Yr)
{2) [ ] A Resubmission 513112019 12/31/2018

STATEMENT OF INCOME FOR THE YEAR (Continued)

from settlement of any rate proceeding affecting revenues received or costs 9. Explain in a foolnote if the previous year's figures are
incurred for power or gas purchases, and a summary of the adjustments made different from that reported in prior reports.

to balance sheet, income, and expense accounts. 10. If the columns are insufficient for reporting additiona! utility
7. If any notes appearing in the report to stockholders are applicable to this  depariments, supply the appropriate account titles, lines 2 to

Statement of Income, such notes may be included on page 122-123.

8. Enter on page 122-123 a concise explanation of only those changes in
accounting methods made during the year which had an effect on net income,
including the basis of allocations and apportionments from those used in the
preceding year. Also give the approximate dollar effect of such changes.

23, and report the information in the blank space on page 122-

123 or in a footnote.

Electric Utility Gas Utility Other Utility
Current Year Previous Year Current Year Previous Year Current Year Previous Year Line
No.
(e) {f) () (h) 0] {i)

1
$374,734,337 $333,085,458 2
3
234,344 250 195,207,900 4
23,011,436 22 670,014 5
43 984 622 42,022,634 6
7
9,165 11,960 8
9
10
11
12
13
34,787 561 31,094,825 14
5,086,015 8,578,010 15
2,174,371 1,571,881 16
(7,518,970) 3,340,504 17
{6,757,854) 18
{14,040) {16,720) 19
3,550,812 2,922 808 20
21
22
23
24
339,071,453 301,559,231 0 Q 0 0 25
26

$35,662,884 $31,526,227 30 $0 30 50
FERC FORM NO.1 (REV. 12-15) Next page is 117
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc, (1) [X] An Original (Mo, Da, Yr)
(2) [ | A Resubmission &/31/2019 12/31/2018
STATEMENT CF INCOME FOR THE YEAR (Continued)
{Ref). TOTAL
Line Account Page No. Current Year Previous Year
No. (@) (b) (€) @)
27 _|Net Utility Operating Income (Carried forward from page 114) $35,662,884 31,526,227
28 OTHER INCOME AND DEDUCTIONS
29 |Other Income
30 Nonutility Operating Income
31 Revenues From Merchandising, Jobbing and Contract Work (415) 1,105 558,785
32 (Less) Costs and Exp. of Merchandising, Job. & Contract Work {416) 3,635 559 795
33 Revenues From Nonutility Operations (417)
34 {Less) Expenses of Nonutility Operations (417.1)
35 Nonoperating Rental Income (418)
36 Equity in Earnings of Subsidiary Companies (418.1) 119
37 Interest and Dividend Income (419) 913,173 439,313
38 Allowance for Other Funds Used During Construction (419.1) 478,290 907,140
39 Miscellaneous Nonoperating Income {421) {65) 0
40 Gain in Disposilion of Property (421.1) -
41 TOTAL Other Income {Enter Total of lines 31 thru 40) 1,388,868 1,346 454
42 |Other Income Deductions
43 Loss on Disposition of Property (421.2) ) 65,553
44 Miscellaneous Amortization (425) 340 14,974 14,974
45 Miscellaneous Income Deductions (426.1 - 426.5) 340 71,708 50,052
46 TOTAL Other Income Deductions (Total of lines 43 thru 45) 152,236 65,026
47 |Taxes Applic. to Other Income and Deductions
48 Taxes Other Than Income Taxes (408.2) 262-263 62,300 89,449
49 Income Taxes -- Federal (409.2) 262-263 (28,465) (148,864)
50 Income Taxes - Other {408.2) 262-263 (8.675) {27,220)
51 Provision for Deferred Inc. Taxes (410.2) 234 272-277 211,836 595,840
52 (Less) Provision for Deferred Income Taxes — Cr, (411.2) 234,272-277
53 Investment Tax Credit Adj. — Net {411.5)
54 | ' (Less) Investment Tax Credits (420)
55 TOTAL Taxes on Other Income and Deduct. (Total of 48 thru 54) 236,996 509,205
56 Net Other Income and Deductions {Enter Total of lines 41, 46, 55) 999,635 772,222
57 INTEREST CHARGES
58 [Interest on Long-Term Debt (427) 10,628,716 10,466 428
59 [Amort. of Debt Disc, and Expense (428) 383,635 435,905
60 [Amorization of Loss on Reacquired Debt (428.1)
61 |{Less) Amort. of Premium on Debt-Credit {429)
62 |{Less) Amonrtization of Gain on Reacquired Debt-Credit (429.1)
63 |Interest on Debt o Assoc. Companies (430) 340 709,517 650,000
64 |Other Interest Expense {431) 340 161,228 304,772
65 |({Less) Allowance for Borrowed Funds Used During Construction-Cr. (432) 275,658 238,189
66 Net Interest Charges (Enter Total of lines 58 thru €5) 11,647 438 11,618,916
67 (Income Before Extracrdinary tems (Total of lines 27, 56 and 66) 25,015,081 20,679,533
68 EXTRAORDINARY ITEMS
69 |Extraordinary Income (434)
70 |{Less) Extraordinary Deductions {435}
71 Net Extraordinary ltems (Enter Total of line 69 less line 70) 0 0
72 |Income Taxes - Federal and Other (409.3) 262-263
73 |Extraordinary ltems After Taxes (Enter Total of line 71 less line 72) 0 0
74 |Net Income (Enter Total of lines 67 and 73) $25,015,081 $20,679,533

FERC FORMNO.1 (REV. 12-15)
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X1An Original (Mo, Da, Yr})
(2) [ 1A Resubmission 5/31/2019 12/31/2018
FOOTNOTE DATA
Page ltem | Column
Number | Number | Number Comments
(@) (b} (©) (d)
115 20 e Includes the following items which do not fit into the prescribed FERC format:
Amortization of Contributions in Aid of Construction (3,431,646)
Amortization of Revenue Bond Issuance Costs 23,869
Amortization of Regulatory Assets 218,738
Depr Exp-Reclass (361,773)
(3,550,812)
115 20 f Includes the following items which do not fit into the prescribed FERC format:
Ameortization of Contributions in Aid of Construction (3,357,714)
Ameortization of Revenue Bond Issuance Costs 23,536
Amortization of Regulatory Assets 411,370
(2,922,808)

FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent This Repori is: Date of Report|  Year of Report
Hawaii Electric Light Company, Inc. (1) [ X]An Original (Mo, Da, ¥r)
{2) [ 1 AResubmissicn 5/31/2018 12/31/2018

STATEMENT OF RETAINED EARNINGS FOR THE YEAR

1. Report all changes in appropriated retained eamings,
unappropriated retained earnings, and unappropriated
undistributed subsidiary earnings for the year.

2, Each credit and debit during the year should be identified
as to the retained eamings account in which recorded
(Accounts 433, 436 - 439 inclusive). Show the contra primary
account affected in column (b).

3. State the purpose and amount of each reservation or
appropriation of retained earnings.

4. List first account 439, Adjustments to Retained Eamings,
reflecting adjustments to the opening balance of retained

i

accumulated.

. 5. Show dividends for each class and series of capital stock.

6. Show separately the State and Federal income tax effect of
items shown in account 439, Adjustments to Retained Eamings.
7. Explain in a foolnote the basis for determining the amount
reserved or appropriated. If such reservalion or appraopriation is
to be recurrent, state the number and annual amounts to be
reserved or appropriated as well as the totals eventually to be

8. If any notes appearing in the report to stockholders are
applicable to this statement, include them on pages 122-123.

earnings. Follow by credit, then debit items in that order.

Contra

. Primary
Line item ) - Account Amount
No. Affected
(a) (b} (c)
UNAPPROPRIATED RETAINED EARNINGS (Account 216)
1|Balance - Beginning of Year $159,636.427
2] Changes (ldentify by prescribed retained earnings accounts}
3|Adjustments to Retained Eamings (Account 439)
4| Credit:
5|  Credit:
6| Credit:
7| Credit:
8| Credit:
9 TOTAL Credits to Retamed Eamings (Acct. 439) {Total of lines 4 thru 8) 0
10{ Debit: AQCI new tax rate adjustment .
11 Debit:
-12{ Debit:
13] Debit:
14| Debit:
15 TOTAL Debits to Retained Earnings (Acct. 435) (Total of lines 10 thru 14) - 0
16|Balance Transferred from Income (Account 433 less Account 418.1) 25,015,081
17|Appropriations of Retained Earnings (Account 436) i
18
19
20
21
22 TOTAL Appropriations to Retained Earnings {Acct. 436) (Tota! of lines 18 thru 21) 0
23|Dividends Declared -- Preferred Stock {Account 437)
24 - (533,750}
25 .
26
27
28 . .
29 TOTAL Dividends Declared — Preferred Stock (Acct. 437) (Total of lines 24 thru 28) (533,750}
30|Dividends Declared -- Commeon Stock (Account 438)
3 {15,288,962)
32
33
34
35
36
37 :
38 TOTAL Dividends Declared - Common Stock (Acct. 438) (Total of lines 31 thru 35) {15,288,962)
39| Transfers from Acct. 216.1, Unapprapriated Undistributed Subsidiary Earnings
40|Balance -- £nd of year (Total of lines 01, 09, 15, 16, 22, 29, 36 and 37) 168,828,796

FERC FORM NOC. 1 (ED. 12-96)
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Name of Respondent
Hawaii Electric Light Company, Inc.

This Report is:
(13 [ X]An Original
(2) [ ] AResubmission

Date of Report
(Mo, Da, Yr)
5/31/2019

Year of Report

12/31/2018

STATEMENT OF RETAINED EARNINGS FOR THE YEAR (Continued)

Line
No,

ltem

(a)

Amount

(b)

APPROPRIATED RETAINED EARNINGS (Account 215)

State balance and purpose of each appropriated retained earnings amount at end of year and give accounting]

entries for any applications of appropriated retained earnings during the year.

39
40
41
42
43
44

45

TOTAL Appropriated Retained Earnings (Account 215)

APPROPRIATED RETAINED EARNINGS - AMORTIZATION RESERVE, FEDERAL
(Account 215.1)

State below the total amount set aside through appropriations of retained earnings, as of the
end of the year, in compliance with the provisions of Federally granted hydroelectric project
licenses held by the respondent. If any reductions or changes other than the normal annual
credits hereto have have been made during the year, explain such items in a footnote.

46

TOTAL Appropriated Retained Earnings — Amortization Reserve, Federal(Account 215.1)

47

TOTAL Appropriated Retained Earnings (Account 215, 215.1) (Enter Total of lines 45 and 46)

0

48

TOTAL Retained Earnings (Account 215, 215.1, 216) (Enter Total of lines 38 and 47)

168,828,796

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (ACCOUNT 216.1)

49

Balance -- Beginning of Year (Debit or Credit}

50

Equity in Earnings for Year (Credit) {Account 418.1)

51

{Less) Dividends Received (Debit)

52

Other Changes (Explain)

53

Balance -- End of Year (Total of Lines 49 thru 52)

FERC FORM NO. 1 (ED. 12-96)
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Date of Report

Name of Respondent This Report is: Year of Report
' Hawaii Electric Light Company, Inc, (1} [ X ]An Original (Mo, Da, Y1)
: {2} [ ] A Resubmission 5/31/2019 12/31/2018

STATEMENT OF CASH FLOWS

1. If the notes to the cash flow statement in the
respondents annual stockholders report are applicable to
this statement, such notes should be included on pages
122-123. Information about noncash investing and
financing activities should be provided on pages 122-123.

3. Operating Activities -- Other: Include gains and losses pertaining
to operating activities only. Gains and losses pertaining to investing
and financing activities should be reported in those activities. Show
on page 122-123 the amounts of interest paid (net of amounts
capitalized} and income taxes paid.

Provide also on page 122 a reconciliation between "Cash
and Cash Equivalents at End of Year" with related
amounts on the balance sheet.

2. Under "Other” specify significant amounts and group
others.

Line Description (See Instructions for Explanations of Codes) Amounts
No. (a) (b)

1|Net Cash Flow from Operating Activities: I
2| Net Income (Line 74{c) on page 117) $25,015,081
3| Noncash Charges (Credits) to Income: e ]
4 Depreciation and Depletion 40,235,516
5 Other Amortization 5,068,764
6 Other (State Refundable Credit) ‘ {546,921)
7 Decrease (Increase) in Accrued Unbilled Revenues {1,110,780)
8 Deferred Income Taxes (Net) (341,402)
9 Investment Tax Credit Adjustment (Net) (14,040)

10 Write-offs - 289,186

11 Net (Increase) Decrease in Receivables (4,868,240}

12 Net (Increase) Decrease in Inventory (1,448,207}

13 Net Increase (Decrease) in Payables and Accrued Expenses 6,103,489

14 Net (Increase) Decrease in Other Regulatory Assets 71,366

15 Net Increase (Decrease) in Other Regulatory Liabilities 5,379,749

16 {Less) Allowance for Other Funds Used During Construc’uon 478,290

17 (Gain) Loss on asset disposal 65,553

18 Change in Prepaid and Accrued Income Taxes {5,460,649)

19 Change in Utility Revenue Taxes 3,342,947

20 Change in Pension/OPEB (759.917)

21 Change in Other Assets and Liabilities 2,805,514

22| Net Cash Provided by (Used in) Operating Activities (Total of lines 2 thru 21) 73,347,719

23

24|Cash Flows from Investment Activities:

25| Construction and Acquisition of Plant {including Land}: .

26 Capital Expenditures (54,074,304)

27 Contributions in Aid of Construction 2,315,061

28 Developer Advances 1,184,372

29 Gross Additions to Nonutility Plant 35,948

30 (Less) Allowance for Other Funds Used During Construction (478,290)

31 Other:

32 Capital Goods Tax Credit 1,146,000

33

34 Cash Quiflows for Plant (Total of lines 26 thru 33) (49,871,213)

35 -

36| Acquisition of Other Noncurrent Assets {d)

37] Proceeds from Disposal of Noncurrent Assels (d)

38

39| Invesiments in and Advances to Assoc. and Subsidiary Companies

40| Contributions and Advances from Assoc. and Subsidiary Companies

41] Dispesition and Investments in (and Advances to) ]

42| Asscciated and Subsidiary Companies

43

44| Purchase of Investment Securities {(a)

45| Proceeds from Sales of Investment Securities (a)

FERC FORM NO.1 (ED. 12-15)

.
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Name of Respondent This Report is: Date of Report Year of Report
Hawaii Electric Light Company, Inc. (1) [ X 1 An Original (Mo, Da, Yr)
(2) [ ] A Resubmission 5/31/2019 12/3172018

STATEMENT OF CASH FLOWS (Continued)

4. Investing Activities 5. Codes used:
Include at Other (line 31) net cash outfiow to acquire other {a) Net proceeds or payments.
companies. Provide a reconciliation of assets acquired {b) Bonds, debentures and other long-term debt.
with liabilities assumed on pages 122-123. {c} Include commercial paper.
Do not include on this statement the doflar amount of {d) Identify separately such items as investments,
leases capitalized per USOA General Instruction 20; fixed assets, intangibles, etc.
instead provide a reconciliation of the dollar amount of 6. Enter on pages 122-123 clarifications and explanations.
leases capitalized with the plant cost on pages 122-123.
Line Description (See Instruction No. 5 for Explanations of Codes) Amounts
No. {(a) (b) -
46| Loans Made or Purchased
47! Collections on Loans
48
49| Net {Increase) Decrease in Receivables
50| Net (Increase) Decrease in Inventory
51| Net (Increase) Decrease in Allowances Held for Speculation
52| Net Increase (Decrease) in Payables and Accrued Expenses
53| Other (provide details in footnote):
54
55
56| Net Cash Provided by (Used in) Investing Activities
57 (Total of lines 34 thru 55) {49.871,213)
58
59|Cash Flows from Financing Activities:
60| Proceeds from Issuance of:
61 Lang-Term Debt (b) 15,000,000
62 Preferred Stock
63 Common Stock
64 Other {provide details in footnote):
65
66| Net Increase in Short-Term Debt {(c)
67 Other {provide details in footnote):
68
69
70 Cash Provided by Qutside Sources (Total of lines 61 thru 63) 15,000,000
71
72| Payments for Retirement of:
73 Long-term Debt {b) (11,000,000)
74 Preferred Stock
75 Common Stock
76 Other Issuing Cost {55,646)
77
78| Net Decrease in Short-Term Debt {c)
78| Capital Stock Expense “ e e e B - — .
80| Dividends on Preferred Stock (533,751)
81| Dividends on Common Stock (15,288,962)
82| Net Cash Provided by {(Used in) Financing Activities
83 {Total of lines 70 thru 81) (11,878,359)
84
85| Net Increase (Decrease) in Cash and Cash Eguivalents
86 (Total of lines 22, 57 and 83) 11,598,147
87
88|Cash and Cash Equivalents at Beginning of Year 4,024,949
89
90|Cash and Cash Equivalents at End of Year $15,623,096
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NOTES TO FINANCIAL STATEMENTS
1. Use the space below for important notes regarding the 4. Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257,
Balance Sheet, Statement of Income for the year, Unamortized Gain on Reacquired Debt, are not used, give an explanation, providing
Statement of Retained Earnings for the year, Statement of the rate trealment given these items. See General Instruction 17 of the Uniform
Cash Flows, or any account thereof. Classify the notes System of Accounts.
according to each basic statement, providing a subheading 5. Give a concise explanation of any retained eamings restrictions and state the
for each statement except where a note is applicable to amount of retained earnings affected by such restrictions.
more than one statement.
2. Furnish particulars {details) as to any significant 6. If the notes to financial statements relating to the respondent company appearing
contingent assels or liabilities existing at end of year, in the annual report to the stockholders are applicable and furnish the data required
including a brief explanation of any action initiated by the by instructions above and on pages 114-121, such notes may be included herein.

Internal Revenue Service involving possible assessment of
additional income taxes of material amount, or of a claim for
refund of income taxes of a material amount initiated by the
utility. Give also a brief explanation of any dividends in
arrears on cumulative preferred stock.

3. For Account 116, Uility Plant Adjustments, explain the
origin of such amount, debits and credits during the year,
and plan of disposition contemplated, giving reference to
Commission orders or other authorizations respecting
classification of amounts as plant adjusiments and
requirements as to disposition thereof.
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NOTES TQ CONSOLIDATED FINANCIAL STATEMENTS

Note 1 * Summary of significant accounting policies

General

Hawaiian Electric and its wholly owned operating subsidiaries, Hawaii Electric Light Company, Inc. (Hawaii Electric
Light) and Maui Electric Company, Limited (Maui Electric), are regulated public electric utilities (collectively, the Utilities) in
the business of generating, purchasing, transmitting, distributing and selling ¢lectric energy on all major islands in Hawaii other
than Kauai.

Basis of presentation. In preparing the consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America (GAAP), management is required to make gstimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities and the reported amounts of
revenues and expenses. Actual results could differ significantly from those estimates.

Material estimates that are particularly susceptible to significant change include the amounts reported for property, plant
and equipment; pension and other posiretirement benefit obligations; contingencies and litigation; income taxes; regulatory
assets and liabilities; and electric utility unbilled revenues.

Consolidation. The Hawaiian Electric consolidated financial statements include the accounts of Hawaiian Electric and its
subsidiaries, except for Capital Trust 111 (Trust 1IE), which is accounted for under the equity method because Hawaiian Elecitric
does not have a controlling financial interest or variable interest in Trust 111, but has the ability to excreise significant influence.
When Hawaiian Electric has a controlling financial interest in another entity (usually, majority voting interest) that entity is
consolidated. Investments in companies over which the Ulilities have the ability to exercise significant influence, but not
control, are accounted for using the equity method. The consolidated financial statements exclude variable interest entities
(VIEs) when the Utilities arc not the primary beneficiaries.

Cash and cash equivalents. The Utilities consider cash on hand, deposits in banks, money market accounis, certificates of
deposit, short-term commercial paper of non-affiliates and liquid investments (with original maturities of three months or less)
to be cash and cash equivalents.

Property, plant and equipment. Property, plant and equipment are reported at cost. Self-constructed electric utility plant
includes engineering, supervision, administrative and general costs and an atlowance for the cost of funds used during the
construction period. These costs are recorded in construction in progress and are transferred to utility plant when construction is
completed and the facilities are cither placed in service or become useful for public utility purposes. Costs for betterments that
make utility plant more useful, more cfficient, of greater durability or of greater capacity are also capitalized. Upon the
retirement or sale of clectric utility plant, generally no gain or loss is recognized. The cost of the plant retired is charged to
accumulated depreciation. Amounts collected from customers for cost of removal are included in regulatory liabilities.

Depreciation. Depreciation is computed primarily using the straighi-line method over the estimated lives of the assets being
depreciated. Electric utility plant additions in the current year are depreciated beginning January 1 of the following year in
accordance with rate-making. Electric utility plant has lives ranging from 16 to 88 years for production plant, from 10 to 79
years for transmission and distribution plant and from 5 to 65 years for general plant, The Utilities” composite annual
depreciation rate, which includes a component for cost of removal, was 3.2% in 2018, 2017 and 2016.

123-1



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Leases. The Utilities have entered into lease agreements for the use of equipment and office space. The provistons of some
of the lease agreements contain renewal options.

The Utilities’ operating lease expense was $11 million, $11 million and $10 milkion in 2018, 2017 and 2016,
respectively, The Utilities’ future minimum lease payments are as follows:

(in millions)

2019 3 6
2020 6
2021 5
2022 2
2023 2
Thereafier 3

3 24

Retirement benefits. Pension and other postretirement benefit costs are charged primarily to expense and etectric utility
plant (in the case of the Utilities). Funding for the Utilities’ qualified pension plans (Plans) is based on actuarial assumptions
adopted by the Pension Investment Committee administering the Plans. The participating employers contribute amounts to a
master pension trust for the Plans in accordance with the funding requirements of the Employee Retirement Income Security
Act of 1974, as amended (ERISA), including changes promulgated by the Pension Protection Act of 2006, and considering
the deductibility of contributions under the Internal Revenue Code. The Utilities generally fund at least the net periodic
pension cost during the year, subject to limits and targeted funded status, Under a pension tracking mechanism approved by
the Public Utilities Commission of the State of Hawaii (PUC), the Utilities generally will make contributions to the pension
fund at the greater of the minimum level required under the law or net periodic pension cost.

Certain health care and/or life insurance benefits are provided to eligible retired employees and the employees’
beneficiaries and covered dependents. The Utilities generally fund the net periodic postretirement benefit costs other than
pensions (except for executive life) and the amortization of the regulatory asset for postretirement benefits other than
pensions (OPEB), while maximizing the use of the most tax-advantaged funding vehicles, subject to cash flow requirements
and reviews of the funded status with the consulting actuary. The Utilities must fund OPEB costs as specified in the OPEB
tracking mechanisms, which were approved by the PUC. Future decisions in raie cases could further impact funding amounts.

Environmental expenditures. The Utilities are subject to numerous federal and state environmental statutes and
regulations. In general, environmental contamination treatment costs are charged to expense. Environmental costs are
capitalized if the costs extend the life, increase the capacity, or improve the safety or efficiency of property; the costs mitigate
or prevent future environmental contamination; or the costs are incurred in preparing the property for sale. Environmental
costs are either capitalized or charged to expense when environmental assessments and/or remedial efforts are probable and
the cost can be reasonably estimated. The Utilities review their sites and measure the liability quarterly by assessing a range
of reasonably likely costs of each identified site using currently available information, including existing technology,
presently enacted laws and regulations, experience gained at similar sites, and the probable level of involvement and financial
condition of other potentially responsible parties.

Income taxes. Deferred income tax assets and liabilities are established for the femporary differences between the financial
reporting bases and the tax bases of the Utilities’ assets and liabilities at federal and state tax rates expected to be in effect
when such deferred tax assets or liabilities are realized or settled. As a result of the 2017 Tax Cuts and Jobs Act (Tax Act), the-
accumulated deferred income tax balances (ADIT) were adjusted in 2017 for the lower federal income tax rate expected to be
in effect when the deferred tax assets or liabilities are realized or settled. The ultimate realization of deferred tax assets is
dependent upon the generation of future taxable income during the periods in which those temporary differences become
deductible. Valuation allowances are established when necessary to reduce deferred income tax assets to the amount expected
to be realized.

The Utilities” investment tax credits are deferred and amortized over the estimated useful lives of the properties to which
the credits relate. This treatment is in aceordance with Accounting Standards Codification (ASC) Topic 980, “Regulated
Operations”.

The Utilities are included in the consolidated income tax retuns of HEIL. However, income tax expense has been
computed for financial statement purposes as if each utility filed a separate income tax return and Hawaiian Electric filed a
consolidated Hawaiian Electric income tax return.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Governmental tax authorities could challenge a tax return position taken by the management. The Utilities use a “more-
likely-than-not” recognition threshold and measurement standard for the financial statement recognition and measurement of
a tax position taken or expected to be taken in a tax return.

Fair value measurements. Fair value estimates are estimates of the price that would be received to sell an asset, or paid
upon the transfer of a liability, in an orderly transaction between market participants at the measurement date. The fair value
estimates are generally determined based on assumptions that market participants would use in pricing the asset or liability
and are based on market data obtained from independent sources. However, in certain cases, the Utilities use their own
assumptions about market participant assumptions based on the best information available in the circumstances. These
valuations are estimates at a specific point in time, based on relevant market information, information about the financial
instrument and judgments regarding future expected loss experience, economic conditions, risk characteristics of various
financial instruments and other factors. These estimates do not reflect any premium or discount that could result if the
Utilities were to sell its entire holdings of a particular financial instrument at one time. Because no active trading market
exists for a portion of the Utilities’ financial instruments, fair value estimates cannot be determined with prectsion. Changes
in the underlying assumptions used, including discount rates and estimates of future cash flows, could significantly affect the
estimates. In additicn, the tax ramifications related to the realization of the unrealized gains and losses could have a
significant effect on fair value estimates, but have not been considered in making such estimates.

The Utilities group their financial assets measured at fair value in three levels outlined as follows:

Level 1: Inputs to the valuation methodology are quoted prices, unadjusted, for identical assets or liabilities in active
markets. A quoted price in an active market provides the most reliable evidence of fair value and is used to
measure fair value whenever available,

Level 2: Inputs to the valuation methodology include quoted prices for similar assets or liabilities in active markets;
inputs to the valuation methodology include quoted prices for identical or similar assets or liabilities in markets
that are not active; or inputs to the valuation methodology that are derived principally from or can be
corroborated by observable market data by correlation or other means.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value measurement. Level 3
assets and liabilities include financial instruments whose value is determined using discounted cash flow
methodologies, as well as instruments for which the determination of fair vatue requires significant
management judgment or estimation.

Classification in the hierarchy 1s based upon the lowest level input that is significant to the fair value measurement of the
asset or liability. For instruments classified in Level 1 and 2 where inputs are primarily based upon observable market data,
there is less judgment applied in arriving at the fair value. For instruments classified in Level 3, management judgment is
more significant due to the lack of observable market data.

Impairment of long-lived assets and long-lived assets to be disposed of. The Utilities review long-lived assets and certain
identifiable intangibles for impairment whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to future undiscounted net cash flows expected to be generated by the asset. If such assets are considered
to be impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets
exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair value,
less costs to sell.

Regulation by the Public Utilities Commission of the State of Hawaii (PUC). The Utilities are regulated by the PUC and
account for the effects of regulation under FASB ASC Topic 980, “Regulated Operations.” As a result, the Utilities’ financial
statements reflect assets, liabilities, revenues and expenses based on current cost-based rate-making regulations (see Note 3—
“Regulatory assets and liabilities.” Their continued accounting under ASC Topic 980 generally requires that rates are
established by an independent, third-party regulator; rates are designed to recover the costs of providing service; and it is
reasonable to assume that rates can be charged to, and collected from, customers.

The rate schedules of the Utilities include energy cost adjustment clauses (ECACs) and energy costs recovery clauses
(ECRCs) under which electric rates are adjusted for changes in the weighted-average price paid for fuel oil and certain
components of purchased power, and the relative amounts of company-generated power and purchased power. The rate
schedules also include purchased power adjustment clauses (PPACs) under which the remaining purchase power expenses are
recovered through surcharge mechanisms. The amounts collected through the ECAC/ECRCs and PPACs are required to be
reconciled quarterly.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Accounts receivable. Accounts receivable are recorded at the invoiced amount. The Ulilities generally assess a late payment
charge on balances unpaid from the previous month. The allowance for doubtful accounts is the Utilities’ best estimate of the
amount of probable credit losses in the Utilities existing accounts receivable. At December 31, 2018 and 2017, the allowance
for customer accounts receivable, accrued unbilled revenues and other accounts receivable was $1.5 mtllion and $1.2 million,
respectively.

Contributions in aid of construction. The Utilities receive contributions from customers for special construction
requirements. As directed by the PUC, contributions are amortized on a straight-line basis over 30 to 55 years as an offset
against depreciation expense. The carrying value of CIAC is included in property, plant and equipment, net.

Electric utility revenues. Revenues related to electric service are generally recorded when service is rendered and include
revenues applicable to energy consumed in the accounting period but not yet billed to the customers. The Utilities also record
revenue under a decoupling mechanism. See “Decoupiing” discussion in Note 3 Electric Utility segment.

Repairs and maintenance costs. Repairs and maintenance costs for overhauls of generating units are generally expensed as
they are incurred.

Allowance for funds used during construction (AFUDC). AFUDC is an accounting practice whereby the costs of debt and
equity funds used to finance plant construction are credited on the statement of income and charged to construction in
progress on the balance sheet. If a project under construction is delayed for an extended period of time, AFUDC on the
delayed project may be stopped after assessing the causes of the delay and probability of recovery.

The weighted-average AFUDC rate was 7.3% in 2018, 7.7% in 2017 and 7.6% in 2016, and reflected quarterly compounding,
Recent accounting pronouncements.

Revenues from contracts with customers. In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts
with Customers (Topic 606).” The core principle of the guidance in ASU No. 2014-09 is that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amourtt that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services, ASU No. 2014-09 also requires disclosure of
the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers,

Hawaiian Electric adopted ASU No. 2014-09 (and subsequently issued revenue-related ASUs, as applicable) in the first
quarter of 2018, There was no cumulative effect adjustment and no impact on the timing or pattern of revenue recognition,
but ASU No. 2014-09 required changes with respect to Hawaiian Electric’s revenue disclosures.

Financial instruments. In January 2016, the FASB issued ASU No, 2016-01, “Financial Instruments-Overall {Subtopic
825-10): Recognition and Measurement of Financial Assets and Financial Liabilities,” which, among other things:

*  Requires equity investments (except those accounted for under the equity method of accounting, or those that result
in consolidation of the investee) to be measured at fair value with changes in fair value recognized in net income.

*  Regquires public business entities to use the exit price notion when measuring the fair value of financial instruments
for disclosure purposes,

»  Requires separate presentation of financial assets and financial liabilities by measurement category and form of
financial asset (i.e., securities or loans and receivables).

»  Eliminates the requirement for public business entities to disclose the method(s) and significant assumptions used to
estimate the fair value that is required to be disclosed for financial instruments measured at amortized cost.

The Utilities adopted ASU No. 2016-01 in the first quarter of 2018 and the impact of adoption was not material to
Hawaiian Electric’s consolidated financial statements.

Cash flows. In August 2016, the FASB issued ASU No. 2016-15, “Statement of Cash Flows (Topic 230): Classification
of Certain Cash Receipts and Cash Payments,” which provides guidance on eight specific cash flow issues - debt prepayment
or debt extinguishment costs, settlement of zero-coupon debt instruments or other debt instruments with coupon interest rates
that are insignificant in relation to the effective interest rate of the borrowing, contingent consideration payments made afier a
business combination, proceeds from the settlement of insurance claims, proceeds from the settlement of corporate-owned
life insurance policies (including bank-owned life insurance policies), distributions received from equity method investees,
beneficial interests in securitization transactions, and separately identifiable cash flows and application of the predominance
principle.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

The Utilitics adopted ASU No. 2016-15 in the first quarter of 2018 using a retrospective transition method and there was
no impact from the adoption to Hawaiian Electric’s conselidated statements of cash flows.

Restricted cash. In November 2016, the FASB issued ASU No. 2016-18, “Statement of Cash Flows (Topic 230):
Restricted Cash,” which requires that a statement of cash flows explain the change during the period in the total of cash, cash
equivalents, and amounts generally described as restricted cash or restricted cash equivalents.

The Utilities adopted ASU No. 2016-18 in the first quarter of 2018 using a retrospective transition method and the
impact of adoption was not material to Hawaiian Electric’s consolidated statements of cash flows.

Definition of a Business. In January 2017, the FASB issued ASU No. 2017-01, “Business Combinations-Clarifying the
Definition of a Business.” This update clarifies the definition of a business and adds guidance to assist entities with
evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The Utilities
adopted ASU No. 2017-01 in the first quarter of 2018 and the impact of adoption was not material to Hawaiian Electric’s
consolidated financial statements.

Net periodic pension cost and net periodic posiretivement benefit cost. In March 2017, the FASB issued ASU No. 2017-
07, “Compensation-Retirement Benefits (Topic 715); Improving the Presentation of Net Periodic Pension Cost and Net
Periodic Postretirement Benefit Cost,” which requires that an emnployer report the service cost component in the same line
item or items as other compensation costs arising from services rendered by the pertinent employees during the period. It also
requires the other components of net periodic pension cost (NPPC) and net periodic postretirement benefit cost (NPBC) as
defined in paragraphs 715-30-35-4 and 715-60-35-9 to be presented in the income statement separately from the service cost
component and outside a subtotal of income from operations. Additionally, only the service cost component is eligible for
capitalization under GAAP, when applicable.

The Utilities adopted ASU No. 2017-07 in the first quarter of 2018: (1) retrospectively for the presentation in the income
statement of the service cost component and the other components of NPPC and NPBC, and (2) prospectively for the
capitalization in assets of the service cost component of NPPC and NPBC for Hawaiian Electric and its subsidiaries.
Hawaiian Electric elected the practical expedient that permits an entity to use the amounts disclosed in its pension and other
postretirement benefit plan note for the prior comparative periods as the estimation basis for applying the retrospective
presentation requirements.

The PUC approved in the Utilities’ rate cases, stipulated agreements to defer non-service cost components of NPPC and
NPBC, which would have been capitalized prior to ASU No. 2017-07, as part of each utility’s pension tracking mechanisms.
Such treatment is effective starting in 2018 and continues until each utility’s next rate case. In each utility’s next rate case,
rates established would include recovery of the deferred non-service cost components and the Utilities’ will seek approval to
capitalize only the service components of NPPC and NPBC going forward, which reflects the requirements of ASU No.2017-
07.

The adoption of ASU 2017-07 in the first quarter of 2018 did not have an impact on 2018 net income. The following
table summarizes the impact to the prior period financial statements of the adoption of ASU No. 2017-07:

2017 2016
Adjustment Adjustment
As adﬂg?igln of As As adof;:)ig‘n of As
previcusly ASU No. corrently previously ASU No. currently

(in thousands) filed 2017-07 reported filed 2017-07 reported
Hawaiian Electric Consolidated Statements of Income
Other operation and maintenance $ 417910 % (6,003)8 411,907 $ 405,533 § (5,602)5 399,931
Total expense 2,000,045 (6,003) 1,994,042 1,808,900 (5,602) 1,804,298
Operating income 257,521 6,003 203,524 284,468 5,602 290,070
Retirement defined benefits expense--other than service
costs — (6,003) (6,003) — (5,602) (5,602)
Hawaiian Electric Consolidating Statements of Income

Hawaiian Flectric (parent only)

Other operation and maintenance 279,440 (5,049) 274,391 273,176 {5,058) 268,118

Total expense 1,425,655 (5,049) 1,420,606 1,277,245 (5,058) 1,272,187

Operating income 172,849 5,049 177,898 197,139 5,058 202,197

Retirement defined benefits expense--other than

service costs — (5,049 (5,049) — (5,058) (5,058)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

mn7 2016
Adjt}lstmenl Adjfustment
rom rom
pre\;?s“sly ai‘g’g%‘sr curﬁesntly pre\:?;usly ai(g}éiwof}f cur;:.sntly
(in thousands) filed 2017-07 reported filed 2017-07 reported
Hawaiian Electric Consolidating Statements of Income
Hawaii Electric Light
Other operation and maintenance $ 66,277 § o 66,184 § 63,897 % 3198 64,216
Total expense 287,868 93) 287,775 266,823 319 267,142
Operating income 45,599 93 45,692 44,562 (319) 44,243
Retirement defined benefits expense--other than
service costs — 91 93) — 319 319
Maui Electric
Other operation and maintenance ’ 72,193 (861) 71,332 68,460 (B63) 67,597
Total expense 286,522 (861) 285,661 265,832 {863} 264,969
Operating income 39,156 861 40,017 42,873 863 43,736
Retirement defined benefits expense--other than
service costs — (861) (861) — (863} (863)

Leases. In February 2016, the FASB 1ssued ASU No. 2016-02, “Leases (Topic 842),” which requires that lessees
recognize a liability to make lease payments (the lease liability) and a right-of-use (ROU) asset, representing its right to use
the underlying asset for the lease term, for all leases (except short-term leases) at the commencement date. For finance leases,
a lessee is required to recognize interest on the lease liability separately from amortization of the ROU asset in the
consolidated statements of income. For operating leases, a lessee is required to recognize a single lease cost, calculated so
that the cost of the lease is allocated over the lease term on a generally straight-line basis.

The Utilities adopted ASU No. 2016-02 on January 1, 2019 and used the effective date as the date of initial application.
Consequently, financial information for dates and periods before January 1, 2019 will not be updated and the disclosures
required under the new standard will not be provided (i.e., the Utilities will continue to report comparative periods presented
in the financial statements in the period of adoption under ASC 840, including the required disclosures under ASC 840).

The new standard provides a number of optional practical expedients in transition, The Utilities has elected the practical
expedient package under which the Utilities will not have to reassess its prior conclusions about whether any expired or
existing contracts are or contain leases, whether there is a change in lease classification for any expired or existing leases
under the new standard, or whether there were initial direct costs for any existing leases that would be treated differently
under the new standard.

The most significant effect of the new standard relates to the recognition of new ROU assets and lease liabilities on the
Utilities” balance sheet for purchase power agreements and real estate operating leases, On adoption, the Utilities recognized
additional lease labilities of approximately $236 million ($215 million related to PPAs}, with corresponding ROU assets of
the same amount based on the present value of the remaining minimum rental payments under current leasing standards for
existing operating leases.

The new standard also provides practical expedients for an entity’s ongoing accounting. The Utilities have elected the
short-term lease recognition exemption for all of its leases that qualify, which means the Utilities will not recognize lease
liabilities and ROU assets for all leases that have lease terms that are 12 months or less, The Utilities has elected the practical
expedient to not separate lease and non-lease components for its real estate leases. The Utilities also elected the practical
expedient to not assess all existing land easements that were not previously accounted for in accordance with ASC 840.

Compensation-retirement benefits-defined benefit plans. In August 2018, the FASB issued ASU 2018-14,
“Compensation-Retirement Benefits-Defined Benefit Plans-General (Subtopic 715-20): Disclosure Framework-Changes to
the Disclosure Requirements for Defined Benefit Plans,” which makes minor changes to the disclosure requirements for
employers that sponsor defined benefit pension and/or other postretirement benefit plans, The new guidance eliminates
requirements for certain disclosures that are no longer considered cost beneficial and requires new ones that the FASB
considers pertinent. ASU No. 2018-14 is effective for fiscal years ending after December 15, 2020. The Utilities are
evaluating the impact of the adoption of ASU No. 2018-14 on its financial statement disclosures, but does not expect it to
have a material impact.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
Reclassifications. Reclassifications made to prior year-end financial statements to conform to 2018 presentation include a
reclassification of contributions in aid of construction (CIAC) balances to “Totat property, plant and equipment, net” for

Hawaiian Electric, which reduced the amounts of the respective balances.

Note 2 - Other Notes

Regulatory assets and liabilities. Regulatory assets represent deferred costs and accrued decoupling revenues which are
expected to be recovered through rates over PUC-authorized periods. Generally, the Utilities do not earn a return on their
regulatory assets; however, they have been allowed to recover interest on certain regulatory assets and to include certain
regulatory assets in rate base. Regulatory liabilities represent amounts included in rates and collected from ratepayers for
costs expected to be incurred in the future, or amounts collected in excess of costs incurred that are refundable to customers.
For example, the regulatory liability for cost of removal in excess of salvage value represents amounts that have been
collected from ratepayers for costs that are expected to be incurred in the future to retire utility plant. Generally, the Utilities
include regulatory liabilities in rate base or are required to apply interest to certain regulatory liabilities. In the table below,
noted in parentheses are the original PUC authorized amortization or recovery periods and, if different, the remaining
amortization or recovery periods as of December 31, 2018 are noted.

Regulatory assets were as follows:

December 31 2018 2017
{(in thousands)
Retirement benefit plans (balance primarily varies with plans® funded statuses) $ 624,126 § 637204
Income taxes (1-55 years) 114,076 118,201
Decoupling revenue balancing account and RAM regulatery asset (1-2 years) 49,560 64,087
Unamortized expense and premiums on retired debt and equity issuances {19-30 years; 6-18 years remaining) 10,065 11,993
Vacation earned, but not yet taken (1 year) 10,820 11,224
Other (1-50 years; 1-46 years remaining) 24,779 26,588
$ 833426 $ 869,297
Included in:
Current assets $ 71,016 $ 88,390
Long-term assets 762,410 780,907

¥ 833426 $ 869,297

Regulatory liabilities were as follows:

December 31 2018 2017
(in thousands)

Cost of removal in excess of salvage value (1-60 years) - $ 491,006 $ 453,986
Income taxes (1-55 years) 413,339 406,324
Retirement benefit plans (5 years beginning with respective utility’s next rate case) 9,546 9,961
Other (5 years; 1-2 years remaining) 36,345 10,499

$ 930,236 $ 880,770

Included in:
Current liabilities $ 17,977 §$ 3,401
Long-term liabilities 932,259 877,369

$ 950236 § 880,770

The regulatory asset and liability relating to retirement benefit plans was recorded as a result of pension and OPEB
tracking mechanisms adopted by the PUC in rate case decisions for the Utilities in 2007 (see Note 9).

Major customers. The Utilities received 11% ($273 million), 11% ($239 million) and 11% ($226 million) of their operating
revenues from the sale of electricity to various federal government agencies in 2018, 2017 and 2016, respectively.

Cumulative preferred stock. The following series of cumulative preferred stock are redeemable only at the option of the
respective company at the following prices in the event of voluntary liquidation or redemption:
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Voluntary

liquidation Redemption
December 31, 2018 price price
Series
C, D, E, H, J and K {(Hawaiian Electric) $ 20 § 21
I (Hawaiian Electric) 20 20
G (Hawaii Electric Light) 100 100
H (Maui Electric) 100 100

Hawaiian Electric is obligated to make dividend, redemption and liquidation payments on the preferred stock of each of
its subsidiaries if the respective subsidiary is unable to make such payments, but this obligation is subordinated to Hawaiian
Electric’s obligation to make payments on its own preferred stock.

Related-party transactions. HEI charged the Utilities $5.9 million, $6.2 million and $6.5 million for general management
and administrative services in 2018, 2017 and 2016, respectively. The amounts charged by HEI to its subsidiaries for services
provided by HEI employees are allocated primarily on the basis of time expended in providing such services.

For the year ended December 31, 2018 and from the period November 24, 2017 to December 31, 2017, Hamakua
Energy, LLC {(an indirect subsidiary of HEI) sold energy and capacity to Hawaii Electric Light (subsidiary of Hawaiian
Electric and indirect subsidiary of HEI) under a PPA in the amount of $56 million and $3 million, respectively.

Hawaiian Electric’s short-term borrowings from HEI totaled nil at December 31, 2018 and 2017. The interest charged on
short-term borrowings from HEI is based on the lower of HET’s or Hawaiian Electric’s effective weighted average short-term
external borrowing rate. If both HEI and Hawaiian Electric do not have short-term external borrowings, the interest is based
on the average of the effective rate for 30-day dealer-placed commercial paper quoted by the Wall Street Journal plus 0.15%.

Borrowings among the Utilities are eliminated in consolidation. Interest charged by HEI to Hawaiian Electric was not
material for the years ended December 31, 2018 and 2017.

HECO Capital Trust ITI1. Trust 111, a wholly-owned unconsolidated subsidiary of Hawaiian Electric, was created and exists
for the exclusive purposes of (i) issuing in March 2004 2,000,000 6.50% Cumulative Quarterly Income Preferred Securities,
Series 2004 (2004 Trust Preferred Securities) ($50 million aggregate liquidation preference} to the public and trust common
securities (1.5 million aggregate liquidation preference) to Hawaiian Electric, (if) investing the proceeds of these trust
securities in 2004 Debentures issued by Hawaiian Electric in the principal amount of $31.5 million and issued by Hawaii
Electric Light and Maui Electric each in the principal amount of $10 million, (iii) making distributions on these trust
securities and (iv) engaging in only those other activities necessary or incidental thereto.

The 2004 Trust Preferred Securities are mandatorily redeemable at the maturity of the underlying debt on March 18,
2034, which maturity may be extended to no later than March 18, 2053; and are currently redeemable at the issuer’s option
without premium. The 2004 Debentures, together with the obligations of the Utilities under an expense agreement and
Hawatian Electric’s obligations under its trust guarantee and its guarantee of the obligations of Hawaii Electric Light and
Maui Electric under their respective debentures, are the sole assets of Trust 111. Taken together, Hawaiian Electric’s
obligations under the Hawaiian Electric debentures, the Hawaiian Electric indenture, the subsidiary guarantees, the trust
agreement, the expense agreement and trust guarantee provide, in the aggregate, a full, irrevocable and unconditional
guarantee of payments of amounts due on the Trust Preferred Securities.

Trust 111’s balance sheet as of December 31, 2018 consisted of $51.5 million of 2004 Debentures; $30.0 million of 2004
Trust Preferred Securities; and $1.5 million of trust common securities. Trust III’s income statement for 2018 consisted of
$3.4 million of interest income received from the 2004 Debentures; $3.3 million of distributions to holders of the Trust
Preferred Securities; and $0.1 million of common dividends on the trust common securities to Hawaiian Electric. As long as
the 2004 Trust Preferred Securities are outstanding, Hawalian Electric is not entitled to receive any funds from Trust 11 other
than pro-rata distributions, subject to certain subordination provisions, on the trust common securities. In the event of a
default by Hawaiian Electric in the performance of its obligations under the 2004 Debentures or under its Guarantees, or in
the event any of the Utilities elect to defer payment of interest on any of their respective 2004 Debentures, then Hawaiian
Electric will be subject to a number of restrictions, including a prohibition on the payment of dividends on its common stock,

Unconsolidated variable interest entities.

Power purchase agreements. As of December 31, 2018, the Utilities had four PPAs for firm capacity (as PGV has been
offline since May 2018 due to lava flow on Hawaii Istand) and other PPAs with IPPs and Schedule Q providers (i.e.,
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customers with cogeneration and/or power production facilities who buy power from or sell power to the Utilities), none of
which is currently required to be consolidated as VIEs.

Pursuant to the current accounting standards for VIEs, the Utilities are deemed to have a variable interest in Kalaeloa
Partners, L.P. (Kalaeloa), AES Hawaii, Inc. (AES Hawaii) and the predecessor of Hamakua Energy by reason of the
provisions of the PPA that the Utilities have with the three IPPs. However, management has concluded that the Utilities are
not the primary beneficiary of Kalaeloa, AES Hawaii and the predecessor of Hamakua Energy because the Utilities do not
have the power to direct the activities that most significantly impact the three [PPs” economic performance nor the obligation
to absorb their expected Josses, if any, that could potentially be significant to the IPPs. Thus, the Utilities have not
consolidated Kalaeloa, AES Hawaii and the predecessor of Hamakua Energy in its consolidated financial statements. In
November 2017, HEI acquired the Hamakua project through Hamakua Energy, an indirect subsidiary of Pacific Current, and
has consolidated it in HEI's consolidated financial statements since the date of the acquisition.

For the other PPAs with IPPs, the Utilities have concluded that the consolidation of the IPPs was not required because
either the Utilities do not have variable interests in the IPPs due to the absence of an obligation in the PPAs for the Utilities to
absorb any variability of the IPPs, or the IPP was considered a “governmental organization,” and thus excluded from the
scope of accounting standards for VIEs. Two IPPs of as-available energy declined to provide the information necessary for
Utilities to determine the applicability of accounting standards for VIEs.

[f information is ultimately received from the IPPs, a possible outcome of future analyses of such information is the
consolidation of one or both of such IPPs in the Consolidated Financial Statements. The consolidation of any significant IPP
could have a material effect on the Consolidated Financial Statements, including the recognition of a significant amount of
assets and liabilities and, if such a consolidated IPP were operating at a loss and had insufficient equity, the potential
recognition of such losses, If the Utilities determine they are required to consolidate the financial statements of such an [PP
and the consolidation has a material effect, the Utilities would retrospectively apply accounting standards for VIEs to the IPP.

Commitments and contingencies.

Fuel contracts. The Utilities have fuel supply contracts with Island Energy Services, LLC (IES), for low sulfur fuel oil
(LSFO), diesel, industrial fuel oil (IFO), and ultra-low sulfur diesel (ULSD), through December 31, 2019. On January 21,
2019, the Uhilities and PAR Hawaii Refining, LLC, a Hawaii corporation (PAR), entered into a fuel supply contract for the
Utilities' LSFO, high sulfur fuel oil (HSFO), No. 2 diesel (Diesel), and ULSD requirements {(Contract), which is effective
upon approval by the PUC and terminates on December 31, 2022, This Contract will supply all LSFO, HSFO, Diesel and
ULSD for the islands of Oahu, Maui, Molokai and Hawaii. If PAR is unable to provide LSFO, HSFO, Diesel and/or ULSD
the Contract allows the Utilities to purchase LSFO, HSFO, Diesel and/or ULSD from another supplier. The Contract will
automatically renew upon the conclusion of the original term for successive terms of 1 year beginning on January 1, 2023
unless a party gives written termination notice at feast 120 days before the beginning of an extension,

The Contract is subject to approval of the PUC, and can be terminated by either party if approval is not received by
January 22, 2020 or if the Utilities’ request for PUC approval is denied. If PUC approves the Contract prior to December 31,
2019, the existing fuel contracts with IES will terminate as agreed with IES under a mutual termination and release
agreement entered into on November 28, 2018.

All of the costs incurred under the fuel supply contracts with IES are included in the Utilities’ respective ECAC/ECRCs
to the extent such costs are not recovered through the base rates, and the costs incurred under the contract with PAR are
requested to be recovered in the Utilities’ respective ECAC/ECRCs to the extent such costs are not recovered through base
rates.

Based on the purchase price per barrel as of December 31, 2018, the estimated cost of minimum purchases under the fuel
supply contracts is $140 million in 2019. The actual cost of purchases in 2019 could vary substantially from this estimate of
minimum purchases as a result of changes in market prices, quantities actually purchased, entry into new supply contracts
and/or other factors. The Utilities purchased $0.7 billion, $0.6 billion and $0.4 billion of fuel under contractual agreements in
2018, 2017 and 2018, respectively,

Contingencies. The Utilities are subject in the normal course of business to pending and threatened legal proceedings.
Management does not anticipate that the aggregate ultimate liability arising out of these pending or threatened legal
proceedings will be material to its financial position. However, the Ultilities cannot rule out the possibility that such outcomes
could have a material effect on the results of operations or liquidity for a particular reporting period in the future.

Interim increases. For the year ended December 31, 2018, the Utilities recognized $10 million of revenues with respect
to the Maui Electric 2018 rate case interim order. Such amounts recorded are subject to refund, with interest, if they exceed
amounts in a final order.
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Power purchase agreements. Purchases from all IPPs were as follows:

Years ended December 31 2018 2017 2016
(in millions)

Kalaeloa b3 216 § 180 § 152
AES Hawaii 140 140 149
HPOWER 69 67 71
Puna Geothermal Venture 15 38 28
Hamakua Energy 56 35 29
Hawaiian Commercial & Sugar — — 1
Wind 1PPs 107 97 113
Solar IPPs 29 27 15
Other IPPs' 7 3 5
Total [PPs $ 639 § 587 $ 563

" Includes hydro power and other PPAs

As of December 31, 2018, the Utilities had four firm capacity PPAs for a total of 516.5 megawatts (MW) of firm
capacity. Since May 2018, PGV facility with 34.6 MW of firm capacity has been offline due to lava flow on Hawaii [siand.
The PUC allows rate recovery for energy and firm capacity payments to IPPs under these agreements. Assuming that each of
the agreements remains in place for its current term (and as amended) and the minimum availability criteria in the PPAs are
met, aggregate minimum fixed capacity charges are expected to be approximately $0.1 billion per year for 2019 through 2023
and a total of $0.3 billion in the period from 2024 through 2048.

In general, the Utilities base their payments under the PPAs upon available capacity and actual energy supplied and they
are generally not required to make payments for capacity if the contracted capacity is not available, and payments are
reduced, under certain conditions, if available capacity drops below contracted levels. In general, the payment rates for
capacity have been predetermined for the terms of the agreements. Energy payments will vary over the terms of the
agreements. The Utilities pass on changes in the fuel component of the energy charges to customers through the
ECAC/ECRC in their rate schedules. The Utilities do not operate, or participate in the operation of, any of the facilities that
provide power under the agreements. Title to the facilities does not pass to Hawaiian Electric or its subsidiaries upon
expiration of the agreements, and the agreements do not contain bargain purchase options for the facilities.

Purchase power adjustment clause. The PUC has approved purchased power adjustment clauses (PPACs) for the
Utilities. Purchased power capacity, O&M and other non-energy costs previously recovered through base rates are now
recovered in the PPACs and, subject to approval by the PUC, such costs resulting from new purchased power agreements can
be added to the PPACs outside of a rate case. Purchased energy costs continue to be recovered through the ECAC/ECRC to
the extent they are not recovered through base rates.

AES Hawaii, Inc. Under a PPA entered into in March 1988, as amended (through Amendment No. 2) for a period of
30 years ending September 2022, Hawaiian Electric agreed to purchase 180 MW of firm capacity from AES Hawaii. In
August 2012, Hawalian Electric filed an application with the PUC seeking an exemption from the PUC’s Compeltitive
Bidding Framework to negotiate an amendment to the PPA to purchase 186 MW of firm capacity, and amend the energy
pricing formula in the PPA. The PUC approved the exemption in April 2013, but Hawaiian Electric and AES Hawaii were not
able to reach agreement on the amendment. In June 2015, AES Hawatii filed an arbitration demand regarding a dispute about
whether Hawaiian Electric was obligated to buy up to 9 MW of additional capacity based on a 1992 letter. Hawaiian Electric
responded to the arbitration demand and in October 2015, AES Hawaii and Hawaiian Flectric entered into a settlement
agreement to stay the arbitration proceeding. The settlement agreement included certain conditions precedent which, if
satisfied, would have released the parties from the claims under the arbitration proceeding. Among the conditions precedent
was the successful negotiation and PUC approval of an amendment to the existing PPA,

In February 2018, Hawaiian Electric reached agreement with AES Hawati on Amendment No. 4. However, in June 2018,
the PUC issued an order suspending the Amendment No. 4 docket pending a DOH decision on AES’ request for approval of
its Emission Reduction Plan and partnership with Hawaiian Electric. If approved by the PUC, Amendment No. 4 will resolve
AES Hawaii’s claims.

Hu Honua Bivenergy, LLC (Hu Honua). In May 2012, Hawaii Electric Light signed a PPA, which the PUC
approved in December 2013, with Hu Honua Bioenergy, LLC (Hu Honua) for 21.5 MW of renewable, dispatchable firm
capacity fueled by locally grown biomass from a facility on the island of Hawaii. Under the terms of the PPA, the Hu Honua
plant was scheduled to be in service in 2016. However, Hu Honua encountered construction delays, failed to meet its
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obligations under the PPA and failed to provide adequate assurances that it could perform or had the financial means to
perform. Hawaii Electric Light terminated the PPA on March 1, 2016. On November 30, 2016, Hu Honua filed a civil
complaint in the United States District Court for the District of Hawaii that included claims purportedly arising out of the
termination of Hu Honua’s PPA. On May 26, 2017, Hawaii Electric Light and Hu Honua entered into a settlement agreement
that will settle all claims related to the termination of the original PPA. The settlement agreement was contingent on the
PUC’s approval of an amended and restated PPA between Hawaii Electric Light and Hu Honua dated May 5, 2017, In July
2017, the PUC approved the amended and restated PPA, which becomes effective once the PUC’s order is final and non-
appealable. On August 25, 2017, the PUC’s approval was appealed by a third party. The appeal is still pending. Hu Honua
expects to be ready to be on-line by the end of March 2019.

Utility projects. Many public utility projects require PUC approval and various permits from other governmental
agencies. Difficulties in obtaining, or the inability to obtain, the necessary approvals or permits can result in significantly
increased project costs or even cancellation of projects. In the event a project does not proceed, or if it becomes probable the
PUC will disallow cost recovery for all or part of a project, or if PUC-imposed caps on project costs are expected to be
exceeded, project costs may need to be written off in amounts that could result in significant reductions in Hawaiian
Electric’s consolidated net income.

Enterprise Resource Planning/Enterprise Asset Management (ERP/EAM) implementation project. On August 11,
2016, the PUC approved the Ultilities’ request to commence the ERP/EAM implementation project, subject to certain
conditions, including a $77.6 million cap on cost recovery as well as a requirement that the Utilities achieve future cost
savings consistent with a minimum of $244 million in ERP/EAM project-related benefits to be delivered to customers over
the system’s 12-year service life. The decision and order (D&Q) approved the deferral of certain project costs and allowed
the accrual of allowance for funds used during construction (AFUDC), but limited the AFUDC rate to 1,75%.

The ERP/EAM Implementation Project went live in October 2018. As of December 31, 2018, the Utilities considered the
project implementation completed with incurred costs of $77.5 million of which $16.7 million were charged to O&M
expenses, $2.6 million relate to capital costs and $58.2 million are deferred costs. In the Hawaiian Electric 2017 rate case, a
settlement agreement approved by the PUC included authorization for the deferred project costs to accrue a return at 1.75%
after the project went into service and until the deferred project costs are included in rate base, and for amortization of the
deferred costs to not begin until the amortization expense is incorporated in rates and the unamortized deferred project costs
are included in rate base. As of December 31, 2018, the accrued carrying costs after the project went into service amounted to
$0.2 million.

In February 2019, the PUC approved a methodology for passing the benefits of the new ERF/EAM system to customers
developed by the Utilities in collaboration with the Consumer Advocate. The minimum of $244 million in customer benefits
to be delivered over the 12-year service life is comprised of $141 million in future net O&M expense reductions and $103
million in future cost avoidance related to capital cost and tax cost. The O&M expense reduction commitments will be
recognized as regulatory liabilities between rate cases and passed through to custormers as reductions in rates in rate cases.
The Utilities will file semi-annual reports detailing the O&M expense reduction benefits, capital cost avoidance benefits, and
tax avoidance benefits.

Schofield Generating Station Project. In June 2018, Hawaiian Electric placed into service an approximately 50 MW
utility-owned and operated firm, renewable and dispatchable generation facility at Schofield Barracks. The project is located
on land leased from the U.S. Army under a 35-year lease. PUC orders resulted in a project cost cap of $157.3 million of
which capital costs up to $141.6 million (90% of the cost cap) are recoverable through the Major Project Interim Recovery
(MPIR} adjustment mechanism. (See “Decoupling” section below for MPIR guidelines and cost recovery discussion.) Project
costs incurred as of December 31, 2018 amounted to $144.9 million. Cost recovery of capital costs in excess of $141.6
million is to be addressed in the next general rate case.

West Loch PV Project. In June 2017, the PUC approved the expenditure of funds for Hawaiian Electric to build,
own and operate a utility-owned, grid-tied 20-MW (ac) solar facility on property owned by the Department of the Navy,
including a proposed project cost cap of $67 million and a performance guarantee to provide energy at 9.56 cents/kWh or less
to the system.

In approving the project, the PUC agreed that the project is eligible for recovery of costs offset by related net benefits
under the newly-established MPIR adjustment mechanism, (See “Decoupling” section below for MPIR guidelines and cost
recovery discussion.) Hawaiian Electric has provided supplemental malerials, as requested by the PUC, to support meeting
the MPIR guidelines, accompanied by system performance guarantee and cost savings sharing mechanisms. A decision on
these matters is pending.
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Hawaiian Electric executed a fixed-price Engineering, Procurement, and Construction (EPC) contract for the project on
December 6, 2017. The EPC contract includes the cost of the solar panels for the project, which is not subject to modification
due to any tariffs that may be imposed under the current photovoltaic (PV) cell and module import tariffs. Construction of the
facility began in the second quarter of 2018, and the facility is expected to be placed in service in the second quarter of 2019,
Project costs incurred as of December 31, 2018 amounted to $38.6 million.

Hawaiian Telcom. The Ultilities each had separate agreements for the joint ownership and maintenance of utility poles
with Hawaiian Telcom, Inc. (Hawaiian Telcom), the respective county or counties in which each utility operates and other
third parties, such as the State of Hawaii. The agreements set forth various circumstances requiring pole
removal/installation/replacement and the sharing of costs among the joint pole owners. The agreements allowed for the cost
of work done by one joint pole owner to be shared by the other joint pole owners based on the apportionment of costs in the
agreements. The Utilities maintained, replaced and installed the majority of the jointly-owned poles in each of the respective
service territories, and billed the other joint pole owners for their respective share of the costs. The counties and the State had
been reimbursing the Utilities for their share of the costs. However, Hawaiian Telcom had been delinquent in reimbursing the
Utilities for its share of the costs.

Hawaiian Telcom’s delinquency was resolved by new agreements with Hawaiian Telcom approved by the PUC in
October 2018. These new agreements provide for the purchase by the Utilities of Hawaiian Telcom’s interest in all the joint
poles, and licensing and operating agreements between the Utilities and Hawaiian Telcom subsequent to the transfer of the
joint pole interest to the Utilities, and a settlement on the amount Hawaiian Telcom owed the Utilities under the joint
ownership and maintenance agreements. The Utilities” consideration of approximately $48 million for Hawaiian Telcom’s
interest in the poles was offset in part by the settlement of the outstanding receivables owed by Hawaiian Telcom to the
Utilities of $19.1 millicn ($12.3 million at Hawaiian Electric, $5.5 million at Hawaii Electric Light, and $1.3 million at Maui
Electric). The remaining consideration for acquiring Hawaiian Telcom’s interest in the joint poles will be settled through the
set-off of fees for unbilled poles (since the delinquency and dispute were raised) and for attachment fees and license fees for
2018, and future license fees due from Hawaiian Telcom, after which Hawaiian Telcom will make cash payments for license
fees under the agreement.

Environmental regulation. The Utilities are subject to environmental laws and regulations that regulate the operation of
existing facilities, the construction and operation of new facilities and the proper cleanup and disposal of hazardous waste
and toxic substances.

Hawaiian Electric, Hawaii Electric Light and Maui Electric, like other utilities, periodically encounter petroleum or
other chemical releases associated with current or previous operations. The Utilities report and take action on these releases
when and as required by applicable law and regulations. The Utilities believe the costs of responding to such releases
identified to date will not have a material effect, individually or in the aggregate, on Hawaiian Electric’s consolidated
results of operations, financial condition or liquidity.

Former Molokai Electric Company generation site. In 1989, Maui Electric acquired by merger Molokai Electric
Company. Molokai Electric Company had sold its former generation site (Site) in 1983, but continued to operate at the Site
under a lease until 1985. The EPA has since identified environmental impacts in the subsurface soil at the Site. Although
Maui Electric never operated at the Site or owned the Site property, after discussions with the EPA and the DOH Maui
Electric agreed to undertake additional investigations at the Site and an adjacent parcel that Molokai Electric Company had
used for equipment storage (the Adjacent Parcel) to determine the extent of environmental contamination. A 2011 assessment
by a Maui Electric contractor of the Adjacent Parcel identified environmental impacts, including elevated polychlorinated
biphenyis (PCBs) in the subsurface soils. In cooperation with the DOH and EPA, Maui Electric is further investigating the
Site and the Adjacent Parcel to determine the extent of impacts of PCBs, residual fuel oils, and other subsurface
contaminants. Maui Electric has a reserve balance of $2.7 million as of December 31, 2018, representing the probable and
reasonably estimable cost to complete the additional investigation and estimated cleanup costs at the Site and the Adjacent
Parcel; however, final costs of remediation will depend on the results of continued investigation.

Pearl Harbor sediment study. In July 2014, the U.S. Navy notified Hawaiian Electric of the Navy’s determination
that Hawaiian Electric is a Potentially Responsible Party responsible for the costs of investigation and cleanup of PCB
contamination in sediment in the area offshore of the Waiau Power Plant as part of the Pearl Harbor Superfund Site. The
Navy has completed a remedial investigation and a feasibility study (FS) for the remediation of contaminated sediment at
several locations in Pearl Harbor and issued its Final FS Report on June 29, 2015. The Navy released the Proposed Plan on
February 2, 2016 and the Record of Decision on September 26, 2018 for the Pearl Harbor Sediment Remediation. In the
Record of Decision the Navy refined its estimate for the costs of remediation for the site to be $3.4 million,

On March 23, 2015, Hawaiian Electric received a letter from the EPA requesting that Hawaiian Electric submit a work
plan to assess potential sources and extent of PCB contamination onshore at the Waiau Power Plant. Onshore sampling at the
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Waiau Power Plant was completed in two phases in December 2015 and June 2016. Appropriate remedial measures are being
developed to address the extent of the onshore contamination, and any associated costs have not yct been determined.

As of December 31, 2018, the rescrve account balance recorded by Hawaiian Electric to address the PCB contamination
was $4.8 million, The rescrve balance represents the estimable cost for the onshore investigation and the remediation of PCB
contamination in the offshore sediment, The final remediation costs will depend on the assessment of potential source control
requirements for onshore sediment and actual offshore cleanup costs.

Asset retirement obligations. AROs represent legal obligations associated with the retirement of certain tangible long-
lived assets, arc measured as the present value of the projected costs for the future retirement of specific assets and are
recognized in the period in which the liability is incurred if a reasonable estimate of fair value can be made. The Utilities’
recognition of ARCs have no impact on their earnings. The cost of the AROs is recovered over the life of the asset through
depreciation. AROs recognized by the Ulilitics relate 1o legal obligations associated with the retirement of plant and
equipment, including removal of asbestos and other hazardous materials.

The Utilities recorded AROs related to the removal of retired generating units at Hawaiian Electric’s Honolulu and
Waiau power plants, certain types of transformers and underground storage tanks, and the abandonment of fuel pipelines,
underground injection and supply wells. In 2017, for the retired generating unit removal projects, the AROs were reassessed
(resulting in a downward revision in estimated cash flows), the removal projects were completed and the AROs were reduced
to nil.

Changes to the ARO liability included in “Other liabilities” on Hawaiian Electric’s balance sheet were as follows:

(in thousands) 2018 2017
Balance, January | $ 6,035 § 25,589
Accretion expense 282 10
Liabilities incurred 1,058 5,370
Liabilities settled (74) (527
Revisions in estimated cash flows 1,125 (24,407
Balance, December 31 5 8,426 § 6,035

The Utilities have not recorded AROs for assets that are expected 10 operate indefinitely or where the Ultilities cannot
estimate a settlement date (or range of potential settlement dates). As such, ARQ habilities are not recorded for certain asset
retirement activities, including various Utilities-owned generating facilities and certain electric transmission, distribution and
telecommunications assets resulting from casements over property not owned by the Utilities.

Reoulatory proceedings.

Decoupling. Decoupling is a regulatory model that is intended to provide utility financial stability and facilitate
meeting the State of Hawaii’s goals to transition to a clcan energy economy and achieve an aggressive renewable portfolio
standard. The decoupling model implemented in Hawaii in 2011, allows the utilitics to recover from customers through
annual rate adjustments, target test year revenucs, independent of the level of kWh sales, which have declined as privately-
owned distributed energy resources have been added to the grid and encrgy efficiency measures have been put into place. The
decoupling mechanism has the following major components: (1) monthly revenue balancing account (RBA) revenues or
refunds for the difference between PUC-approved target revenues and recorded adjusted revenues, which delinks revenues
from kilowatthour sales, (2) rate adjustment mechanism (RAM) revenues for escalation in certain operation and maintenance
(O&M) expenses and ratc base changes, (3) major project interim recovery component (MPIR), (4) performance incentive
mechanisms (PIMs), and (5) an earnings sharing mechanism, which would provide for a reduction of revenues between rate
cases in the event the utility exceeds the ROACE allowed in its most recent rate case, Under the decoupling tariff approved in
2011, the prior year accrued RBA revenues (regulatory asset) and the annual RAM amount are billed from June 1 of each
year through May 31 of the following year, which is within 24 months following the end of the year in which they are
recorded as required by the accounting standard for alternative revenue programs. Under the decoupling mechanism, triennial
general rate cases are required.

Rate adjustment mechanism. The RAM is based on the lesser of: a) an inflationary adjustment for certain O&M
expenses and return on investment for certain rate base changes, or b) cumulative annual compounded increase in Gross
Domestic Product Price Index applied to annualized target revenues (the RAM Cap). Annualized target revenues reset upon
the issvance of an interim or final D&O in a rate case.
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The RAM Cap impacted the Utilities’ recovery of capital investments as follows:

*  Hawaiian Electric’s RAM revenues were limited to the RAM Cap in 2017 and 2018.
*  Maui Electric’s RAM revenues in 2017 and 2018 were below the RAM Cap.
*  Hawaii Electric Light's RAM revenues in 2017 and 2018 were below the RAM Cap.

For the RAM years 2014 - 2016, Hawaiian Electric was allowed to record RAM revenue beginning on January | and to
bill such amounts from June 1 of the applicable year through May 31 of the following year. Subsequent to 2016, Hawaiian
Electric reverted to the RAM provisions initially approved in March 2011-—i.e., RAM is both accrued and billed from June 1
of each year through May 31 of the following year.

Major project interim recovery. On April 27, 2017, the PUC issued an order that provided guidelines for interim
recovery of revenues to support major projects placed in service between general rate cases.

Projects cligible for recovery through the MPIR adjustment mechanism are major projects (i.e., projects with capital
expenditures net of customer contributions in excess of $2.5 million), including, but not restricted to, renewable energy,
energy efliciency, utility scale generation, grid modernization and smaller qualifying projects grouped into programs for
review. The MPIR adjustment mechanism provides the opportunity to recover revenues for approved costs of eligible projects
placed in service between general rate cases wherein cost recovery is limited by a revenue cap and is not provided by other
effective recovery mechanisms. The request for PUC approval must include a business case and all costs that are allowed to
be recovered through the MPIR adjustment mechanism must be offset by any related benefits. The guidelines provide for
accrual of revenues approved for recovery upon in-service date to be collected from customers through the annual RBA tariff.
Capital projects that are not recovered through the MPIR would be included in the RAM and be subject to the RAM Cap,
until the next rate case when the Utilities would request recovery in base rates,

The PUC approved recovery of capital costs under the MPIR for Schofield Generating Station, which increased revenues
in July through December 2018 by $3.4 million and will be collected in customer bills beginning in June 2019. On December
14, 2018, the PUC approved recovery of net operation and maintenance costs for the Schofield Generating Station through
the MPIR adjustment mechanism, with accrual commencing as of October 1, 2018, which totaled $0.5 million for 2018. In
February 2019, Hawaiian Electric submitted an MPIR filing for 2019 (which accrued effective January 1, 2019) that included
the 2019 return on project amount (up to the capped amount) in rate base, depreciation and incremental O&M expenses, for
collection from June 2020 through May 2021,

Performance incentive mechanisms. The PUC has ordered the following performance incentive mechanisms (PIM).

+  Service Quality performance incentives are measured on a calendar-year basis beginning in 2018. The PIM tariff
requires the performance targets, deadbands and the amount of maximum financial incentives used to determine the
PIM financial incentive levels for each of the PIMs to be re-determined upon issuance of an interim or final order in
a general rate case for each utility.

»  Service Reliability Performance measured by System Average Interruption Duration and Frequency Indexes
{penalties only). Target performance is based on each utility’s historical 10-year average performance with a
deadband of one standard deviation. The maximum penalty for each performance index is 20 basis points
applied to the common equity share of each respective utility’s approved rate base (or maximum penalties of
approximately $6.7 million - for both indices in total for the three utilities).

»  Call Center Performance measured by the percentage of calls answered within 30 seconds. Target performance
is based on the annual average performance for each utility for the most recent § quarters with a deadband of
3% above and below the target. The maximum penalty or incentive is 8 basis points applied to the common
equity share of each respective utility’s approved rate base (or maximum penalties or incentives of
approximately $1.3 million - in total for the three utilities).

»  The Utilities accrued $2.1 million in estimated net service quality penalties for 2018, which will be reflected in
the 2019 annual decoupling filing and will reduce customer rates in the period June 1, 2019 through May 31,
2020.

»  Demand Response measured by the demand response resources acquired in 2018. The award is up to 5% of the
aggregate annual contract value for cost-effective demand response capability contracted with aggregators by
December 31, 2018. The maximum award is $0.5 million for the three utilities in total and there are no penalties.
This incentive applied to one-time performance in 2018 only. No reward is expected for 2018 performance.,

«  Procurement of low-cost variable renewable resources through the request for proposal process in 2018 measured by
comparison of the procurement price to target prices. The incentive is a percentage of the savings determined by
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

comparing procured price to a target of 11.5 cents per kilowatt-hour for renewable projects with storage capability
and 9.5 cents per kilowatt-hour for energy-only renewable projects. There are two phases to this incentive. Phase 1
has an incentive of 20% of the savings for purchased power agreements filed by December 31, 2018 and
subsequently approved by the PUC, with a cap of $3.5 million for the three utilities in total. Phase 2 has scaled
incentives of 15%, 10% and 5% of the savings for purchased power agreements filed in January, February and
March 2019, respectively, and subsequently approved by the PUC, with a cap of $3 million for the three utilities in
total, There are no penalties. The Utilities submitted seven agreements for PUC approval in December 2018 which
may qualify for rewards. Rewards, if qualified, will be accrued when the contract is approved by the PUC.

Annual decoupling filings. The net annual incremental amounts to be coltlected (refunded) from June 1, 2018
through May 31, 2019 are as follows:

Hawaii Electric

{in millions) Hawaiian Electric Light Maui Electric
2018 Annual incremental RAM adjusted revenues* 5 138 % 34 S 20
Annual change in accrued RBA balance as of December 31, 2017

(and associated revenue taxes) $ 6.6 3 07 3§ 3.2
2017 Tax Act Adjustment ** $ — 3 — § (2.8)
Net annual incremental amount to be collected under the tarifTs $ 204 § 41 $ 24

* The 2018 annual RAM adjusted revenues for Maui Electric terminated on August 23, 2018, the effective date of interim increase tariff rates that were
implemented pursuant to the Interim D&OQ issued in the Maui Electric consolidated 2015 and 2018 rate case.

**  Maui Electric incorporated a $2.8 million adjustment inte its 2018 annual decoupling filing to incorporate the impact of the lower corporate income tax
rate and the exclusion of the domestic production activities deduction, as a result of the 2017 Tax Cuts and Jobs Act (the Tax Act). Tax adjustments for
Hawaiian Electric and Hawaii Electric Light are described in the discussion below of their respective on-going rate cases.

Performance-based regulation proceeding. On April 18, 2018, the PUC issued an order, instituting a proceeding to
investigate performance-based regulation (PBR). The PUC intends to provide a forum to collaboratively develop
meodifications or new components to better align utility and customer interests. The PUC stated that PBR seeks to utilize both
revenue adjustment mechanisms and performance mechanisms to more strongly align utilities® incentives with customer
interests,

The order stated that, in general, the PUC is interested in ratemaking elements and/or mechanisms that result in:

+  Qreater cost control and reduced rate volatility;

»  Efficient investment and allocation of resources regardless of classification as capital or operating expense;
*  Fair distribution of risks between utilities and customers; and

»  Fulfillment of State policy goals.

Through this investigation, the PUC intends to: (1} identify specific areas of utility performance that should be
improved; (2) determine appropriate metrics for measuring successful outcomes in those areas; and (3) establish reasonable
financial rewards and/or penalties that are sufficient to incent the utility to achieve those outcomes,

The proceeding has two phases. Phase 1 examines the current regulatory framework and identifies those areas of utility
performance that are deserving of turther focus in Phase 2. The PUC provided staff reports to the parties, held technical
workshops and the parties filed briefs on: 1} goals and outcomes and 2) assessment of the existing regulatory framework and
3) metrics. PUC staff issued a Phase 1 proposal, and parties scheduled to file statements of position in March 2019 and reply
statements of position in April 2019. PUC order related to Phase 1 will be issued after reply statements of position. Phase 2
will address design and implementation of performance incentive mechanisms, revenue adjustment mechanisms and other
regulatory reforms.

Performance-based ratemaking legislation. On April 24, 2018, Act 005, Session Laws 2018 was signed into law,
which establishes performance metrics that the PUC shall consider while establishing performance incentives and penalty
mechanisms under a performance-based ratemaking model. The law requires that the PUC establish these performance-based
ratemaking mechanisms on or before January 1, 2020. The PUC opened a proceeding on April 18, 2018. See “Performance-
based regulation proceeding™ above.

Moast recent rate proceedings.

Hawaiian Electric consolidated 2014 and 2017 test year rate cases. On February 16, 2018, Hawaiian Electric
implemented an interim increase of $36 million. On April 13, 2018, Hawaiian Electric implemented an additional interim rate
adjustment to adjust rates for the impact of the Tax Act. On June 22, 2018, the PUC issued its Final D&O, approving final
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rate relief of a $37.7 million increase before the Tax Act impact reduction of $38.3 million, based on an ROACE of 9.5% and
an overall rate of return of 7.57%. The PUC indicated that a revised energy cost recovery clause (ECRC) mechanism shall
reflect a 98%/2% fossil fuel generation cost risk-sharing split between ratepayers and Hawaiian Electric, with an annual
maximum upside/downside capped at $2.5 million for the utility, On December 7, 2018, the PUC approved the ECRC tariff,
consistent with the rate case order, with an effective date of January 1, 2019.

Maui Electric consolidated 2015 and 2018 test year rate cases. On August 9, 2018, the PUC approved an interim rate
increase based on a stipulated settlement between Maui Electric and the Consumer Advocate of $12.5 million over revenues
at current effective rates based on 7.43% rate of return {(which incorporates a ROACE of 9.5% and a capital structure that
includes a 57% common equity capitalization) on a $462 million rate base, with the depreciation rates approved in July 2018.
Interim rates went mto effect on August 23, 2018.

Hawaii Electric Light 2016 and 2019 test year rate cases. In August 2017, the PUC issued an order granting an
interim rate increase of $9.9 million based on the Stipulated Settlement Letter of Hawaii Electric Light and the Consumer
Advocate filed on July 11, 2017 and an ROACE of 9.5% and subject to refund with interest, if it exceeds amounts allowed in
a final order. The interim rate increase was implemented on August 31, 2017. On May 1, 2018, Hawaii Electric Light
implemented an interim rate reduction of $9.9 million which was primarily to incorporate the effects of the Tax Act. On June
29,2018, the PUC issued its Final D&O, approving the rates implemented in the interim rate reduction.

On December 14, 2018, Hawaii Electric Light filed an application for a general rate increase for its 2019 test year rate
case, requesting an increase of $13.4 million over revenues at current effective rates (for a 3.4% increase in revenues), based
on an 8.3% rate of return (which incorporates a ROACE of 10.5%)).

Tax Cuts and Jobs Act impact on utility rates. The Utilities began tracking the impact of the Tax Cuts and Jobs Act
of 2017 (Tax Act) as of January 1, 2018. Each Utility accrued regulatory liabilities for estimated tax savings from January 1
to the date incorporated in rates. The Tax Act reductions were incorporated in rates as follows:

»  Hawaiian Electric (based on the 2017 test year rate case) - effective April 13, 2018.
«  Hawaii Electric Light (based on the 2016 test year rate case) - effective May 1, 2018.
»  Maui Electric’s rates were adjusted for the Tax Act as follows:

+  adjustments for the period January 1, 2018 through May 31, 2018 are in the annual Revenue Balancing Account
adjustment, which became effective on June 1, 2018,

»  adjustments for the period June 1, 2018 through August 22, 2018 are embedded in the Revenue Balancing
Account, which will be incorporated in rates on June 1, 2019, and

*  adjustments from August 23, 2018 and thereafter are incorporated in interim rates as a result of the 2018 test
year rate case.

See discussion in “Decoupling” section above.

Consolidating financial information. Hawaiian Electric is not required to provide separate financial statements or other
disclosures concerning Hawaii Electric Light and Maui Electric to holders of the 2004 Debentures, which was issued by
Hawaii Electric Light and Maui Electric to HECO Capital Trust 111 (Trust I} since all of their voting capital stock is owned,
and their obligations with respect to these securities have been fully and unconditionally guaranteed, on a subordinated basis,
by Hawaiian Electric. Consolidating information is provided below for Hawaiian Electric and each of its subsidiaries for the
periods ended and as of the dates indicated.

Hawaiian Electric also unconditionally guarantees Hawaii Electric Light’s and Maui Electric’s obligations (a) to the State
of Hawaii for the repayment of principal and interest on Special Purpose Revenue Bonds issued for the benefit of Hawaii
Electric Light and Maui Electric, (b) under their respective private placement note agreements and the Hawaii Electric Light
notes and Maui Electric notes issued thereunder (see Hawaiian Electric and Subsidiaries’ Consolidated Statements of
Capitalization) and (c) relating to the trust preferred securities of Trust [1] {see above under uncensolidated variable interest
entities). Hawaiian Electric is also obligated, after the satisfaction of its obligations on its own preferred stock, to make
dividend, redemption and Jiquidation payments on Hawaii Electric Light’s and Maui Electric’s preferred stock if the
respective subsidiary is unable to make such payments,
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Consolidating statement of income
Year ended December 31, 2018

Hawaii Hawaiian
Hawaiian Electric Maui O.Lh.er. Consolidating Electric
(in thousands) Electric Light Electric subsidiaries adjustments Consolidated
Revenues 1,802,550 375,493 368,700 — (218) [1] $ 2,546,525
Expenses
Fuel oil 523,706 90,792 146,030 — — 760,528
Purchased power 494,450 95,838 49,019 — — 639,307
Other operation and maintenance 313,346 70,396 77,749 — — 461,491
Depreciation 137,410 40,235 25,981 — — 203,626
Taxes, other than income taxes 170,363 34,850 7 34,699 — — 239,912
Total expenses 1,639,275 332,111 333,478 — — 2,304,864
Operating income 163,275 43,382 35,222 — (218) 241,661
Allowance for equity funds used during
wance lor equity 9,208 478 1,191 — — 10,877
Equity in earnings of subsidiaries 45,393 — — — (45,393) [2] —
Retirement defined benefits expense—other
than service costs (2,649 (417) {565) — — {3,631)
Interest expense and other charges, net (52,180) (11,836) {9,550) — 218 [1] (73,348)
Allowance for borrowed funds used during
construction 4,019 276 572 — — 4,867
Income before income taxes 167,066 31,883 26,870 — (45,393) 180,426
Income taxes 22,333 6,868 5,577 — — 34,778
Net income 144,733 25,015 21,293 — (45,393) 145,648
Preferred stock dividends of subsidiaries — 534 381 — — 915
Net income attributable to Hawaiian
Flectric 144 733 24,481 20,912 — (45,393) 144,733
Preferred stock dividends of Hawatian
Electric 1,080 — — — — 1,080
Net income for common stock § 143,633 24,481 20,912 — (45,393) $ 143,653
Consolidating statement of comprehensive income
Year ended December 31, 2018
Hawaii Hawaiian
Hawaiian Electric Maui Other Consolidating Electric
(in thousands) Electric Light Electric subsidiaries adjustments Consolidated
Net income for common stock § 143,653 24,481 20,912 — (45,393) $ 143,653
Other comprehensive income (loss), net of
taxes:
Retirement benefit plans:
Net losses arising during the period, net of
tax benefits (26,019} (6,090) (5,004) — 11,094 [1] (26,019)
Adjustment for amortization of prior
service credit and net losses recognized
during the period in net periodic benefit
cost, net of tax benefits 19,012 2,819 2,423 — (5,242) 1] 19,012
Reclassification adjustment for impact of
D&Os of the PUC included in regulatory
assets, net of taxes 8,325 3,305 2,788 _ (6,093} 1] 8,325
Other comprehensive income, net of taxes 1,318 34 207 — (241} 1,318
Comprehensive income attributable to
common shareholder $ 144,971 24,515 21,119 — (45,634) $ 144,971
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Consolidating balance sheet
December 31, 2018

Hawaiian Hawaii Other Consolidating Hawaiian Electric
(in thousands) Electric Electric Light ~ Maui Electric subsidiaries adjustments Consolidated
Assets
Property, plant and equipment
Utility property, plant and equipment
Land $ 40,449 5,606 3,612 — — $ 49,667
Plant and equipment 4,456,090 1,259,553 1,094,028 - — 6,809,671
Less accumulated depreciation (1,523,861) {547.848) (505,633) — — (2,577,342)
Construction in progress 193,677 8,781 30,687 — — 233,145
Utility property, plant and equipment, net 3,166,355 726,092 622,694 — — 4,515,141
Nonutility property, plant and equipment, less
accumulated depreciation 5,314 115 1,532 — — 6,961
Total preperty, plant and equipment, net 3,171,669 726,207 624,226 — — 4,522,102
Investment in wholly-owned subsidiaries, at equity 576,838 — — — (576,838) [2] —
Current assets
Cash and cash equivalents 16,732 15,623 3,421 101 — 35,877
Customer accounts receivable, net 125,960 26,483 25,453 — — 177,896
Accrued unbilled revenues, net 88,060 17,051 16,527 — —_ 121,738
Other accounts receivable, net 21,962 3,131 3,033 —_ (21,911 1] 6,215
Fuel oil stock, at average cost 54,262 11,027 14,646 —_ — 79,935
Materials and supplies, at average cost 30,291 7,155 17,758 — — 55,204
Prepayments and other 23,214 5,212 3,692 — — 32,118
Regulatory assets 60,093 3,177 7,746 — — 71,016
Total current assets 420,574 88,859 92,376 101 (21,911} 579,999
Other long-term assets
Regulatory assets 537,708 120,658 104,044 —_ — 762,410
Other 69,749 15,944 17,299 — — 102,992
Total other long-term assets 607,457 136,602 121,343 — — 865,402
Total assets $ 4,776,538 951,668 837,945 101 (598,749) $ 5,967,503
Capitalization and liabilities
Capitalization
Common stock equity § 1,957,641 295874 280,863 101 (576,838) [2] § 1,957,641
Cumulative preferred stock-not subject to
mandatory redemption 22,293 7,000 5,000 — — 34,293
Long-term debt, net 1,000,137 217,749 200,916 — — 1,418,802
Total capitalization 2,980,071 520,623 486,779 101 (576,838) 3,410,736
Current liabilities
Short-term borrowings-non-affiliate 25,000 — — — — 25,000
Accounts payable 126,384 20,045 25,362 — — 171,791
Interest and preferred dividends payable 16,203 4,203 2,841 — (32) [1] 23,215
Taxes accrued 164,747 34,128 34,458 — — 233,333
Regulatory liabilities 7,699 4872 5,406 — — 17,977
Other 46,391 15,077 20,414 — (21,879 [1] 60,003
Total current liabilities 386,424 78,325 88,481 — (21,911) 531,319
Deferred credits and other liabilities
Deferred income taxes 271,438 54,936 56,823 — — 383,197
Regulatory liabilities 657,210 [76,10] 98,948 — — 932,259
Unamortized tax credits 60,271 16,217 15,034 — — 91,522
Defined benefit pension and other postretirement
benefit plans liability 359,174 73,147 71,338 — — 503,659
Other 61,950 32,319 20,542 — — 114,811
Total deferred credits and other liabilities 1,410,043 352,720 262,685 — — 2,025,448
Total capitalization and liabilities $ 4,776,538 951,668 837,945 101 (598.749) § 5,967,503
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Consolidating statements of changes in common stock equity

Hawaii Hawaiian
Hawaitan Electric Maui Other Consolidating Electric
{in thousands) ) Electric Light Electric subsidiaries adjustments Consolidated
Balance, December 31, 2017 1,845,283 286,647 270,265 101 (557,013) 1,845,283
Net income for common stock 143,653 24,481 20912 — (45,393) 143,653
Other comprehensive income, net of taxes 1,318 34 207 —_ (241} 1,318
Issuance of common stock, net of expenses ' 70,692 1 1,498 — (1,499 70,692
Common stock dividends . (103,305) (15,289) {12,019 — 27,308 {103,305)
Balance, December 31, 2018 § 1,957,641 295,874 280,863 101 (576,838) $§ 1,957,641
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Consolidating statement of cash flows
Year ended December 31, 2018

Hawaii Hawaiian
Hawaiian Electric Maui Other Consolidating Electric
(in thousands) Electrie Light Electric subsidiaries adjustments Consolidated
Cash flows from operating activities
Net income 144,733 25,015 21,293 - (45,393) [2] § 145,648
Adjustments to reconcile net income to net cash
provided by operating activities
Equity in earnings of subsidiaries (45,493) — — — 45,393 [2] (100)
Cotmnmon stock dividends received from
subsidiaries 27.408 — — — (27,308) [2] 100
Depreciation of property, plant and equipment 137,410 40,235 25,981 — — 203,626
Other amortization 20,956 5,069 577 — — 26,602
Deferred income taxes (9,806) (341) 2,165 — — (7,982)
Allowance for equity funds used during
construction (9,208) {478) (1,191) — - (10.877)
Other {1,033} (213) (324) — — (1,570)
Changes in assets and liabilities:
Ingrease in accounts receivable (51,656) (4,867) (8,614) — 14,220 [1] (50,917
Increase in accrued unbilled revenues (10,834) (1,111 (2,689) — — (14,684)
Decrease (increase) in fuel oil stock 10,710 (2,329) (1,443) — — 6,938
Decrease (increase) in materials and supplies {1,966) 886 273 — — (807)
Decrease (increase) in regulatory assets 12,192 71 (3.011} — — 9,252
Increase in accounts pavable 14,748 6.104 3,506 — — 24,358
Change in prepaid and accrued income taxes, tax
eredits and revenue taxes 24,438 (2,“8) 3,047 — (331) [1] 25,036
Increase {decrease) in defined benefit pension
and other postrelirement benefit plans liability 17,178 (760} 2,328 — — 18.746
Change in other assets and liabilities 18,484 8,186 7,794 - (14,220) [1] 20,244
Net cash provided by operating activities 208,211 73,349 49,692 — (27,639) 393,613
Cash flows from investing activities
Capital expenditures {330,531) (54,553) (60,779) — — (445,863}
Contributions in aid of coastruction 24,828 3,499 2,272 — — 30,599
Advances from (to) affiliates — — 12,000 — (12,000 1] —
Other [1],
3,226 1,182 3,843 — 1,831 2] 10,082
Net cash used in investing activities (302.477) (49,872) (42,664) — {10,169} (405,182)
Cash flows from financing activities
Common stock dividends (103,305) (15,289) (12,019 — 27,308 [2] (103,305)
Preferred stock dividends of Hawaiian Electric and
subsidiaries {1.080) (534) (381) — — (1,995)
Proceeds from issuance of common stock 70,700 — 1,500 — (1,500) [2] 70,700
Proceeds from isswance of tong-term debt 75,000 15,000 10,000 — — 100,000
Repayment of long-term debt (30.000) (11,000) (9,000) . . (50,000)
Net decrease in short-term borrowings from non- L N
affiliates and affiliate with original maturities of
three months or less (16,999 — — — 12,000 [i} (4,999)
Proceeds from other bank borrowings 25,000 — — — — 25,000
Other (377 (56) (39) — — (472)
Net cash provided by (used in) financing activities 18,939 (11,879) (9,939 — 37,808 34,929
Net increase {decrease) in cash and cash equivalents 14,673 11,598 2,911 — — 23,360
Cash and cash equivalents, January 1 2,059 4,025 6,332 101 — 12,517
Cash and cash equivalents, December 31 16,732 15,623 3,421 100 — 3 35,877

Explanation of consolidating adjustments on consolidating schedules:

[1] Eliminations of intercempany receivables and payabies and other intercompany transactions.

[2] Elimination of investment in subsidiaries, carried at equity.
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Note 3 - Short-term borrowings

As of December 31, 2018, Hawaiian Electric had no commercial paper outstanding. As of December 31, 2017, Hawaiian
Electric had $5 million of commercial paper outstanding.

As of December 31, 2018, Hawaiian Electric maintained syndicated credit facilities of $200 million, and had no
borrowings under their facilities during 2017 and 201 8. None of the facilities are collateralized.

Bank term loan. On November 29, 2018, Hawaiian Elcctric entered into a 364-day, $50 million term loan credit agreement
that matures on November 28, 2019. The term loan credit agreement includes substantially the same financial covenant and
customary representations and warranties, affirmative and negative covenants, and events of default (the occurrence of which
may result in the loan outstanding becoming immediately due and payable) consistent with those in Hawaiian Electric’s existing
and amended revolving unsecured eredit agreement, expiring on June 30, 2022. Hawaiian Electric drew the first $25 million on
November 29, 2018 and the second $25 million on January 31, 2019.

Credit agreements, Hawaiian Electric entered into a separate agreement with a syndicate of eight financial institutions (the
Facilities), effective July 3, 2017, to amend and restate their previously existing revolving unsecured credit agreements. The
$200 million Hawaiian Electric Fagility terminates on June 30, 2022.

Under the Facilities, draws would generally bear interest, based on each company’s respective current long-term credit
ratings, at the “Adjusted LIBO Rate,” as defined in the agreement, plus 1.375% and annual fees on undrawn commitments,
excluding swingline borrowings, of 20 basis points. The Facilities contain provisions for pricing adjustments in the event of a
long-term ratings change based on the respective Facilities® ratings-based pricing grid, which includes the ratings by Fitch,
Moody’s and S&P. Certain modifications were made 1o incorporate some updated terms and conditions customary for facilitics
of this type. The Facilities continue to contain customary conditions that must be met in order to draw on them, including
compliance with covenants (such as covenants preventing HEI's/Hawaiian Electric’s subsidiaries from entering into agreements
that restrict the ability of the subsidiaries to pay dividends to, or to repay borrowings from, HEl/Hawaiian Electric; and a
covenant in Hawaiian Electric’s fagility restricting Hawaiian Electric’s ability, as well as the ability of any of its subsidiaries, 10
guarantee additional indebtedness of the subsidiaries if such additional debt would cause the subsidiary’s “Consolidated
Subsidiary Funded Debt to Capitalization Ratio” to exceed 65%).

The Facilitics will be maintained to support Utilities’ short-term commercial paper program, but may be drawn on to mect
Company’s working capital needs and general corporate purposes.

Note 4 - Long-term debt

December 31 2018 2017
(dollars in thousands)
Long-term debt of Utilities, net of unamoriized debt issuance costs ! $ 1,418.802 & 1,368,479

! See components of “Total long-term debt™ and unamortized debt issuance costs in Hawaiian Electric and subsidiaries® Consolidated
Statemenis of Capitalization.

As of December 31, 2018, the aggregate payments of principal required on the Utilitics” long-term debt for 2019 through
2023 are nil in 2019, $96 million in 2020, nil in 2021, $52 million in 2022 and $100 million in 2023.

The Ulilities’ senior notes contain customary representations and warranties, affinmative and negative covenants, and
events of default (the occurrence of which may result in some or all of the notes of each and all of the utilities then outstanding
becoming immediatcly due and payable) and provisions requiring the maintenance by Hawaiian Elcctric, and each of Hawaii
Electric Light and Maui Electric, of certain financial ratios gencrally consistent with those in Hawaiian Electric’s existing,
amended revolving unsecured credit agreement, expiring on June 30, 2022,

Changes in long-term debt.

On May 30, 2018, the Utilities issued, through a private placement pursuani to separate Note Purchase Agreements (the
Note Purchasc Agreements), the following unsecured noies bearing taxable interest (the Notes):
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Series 2018A Series 2018B Series 2018C

Aggregate principal amount $67.5 million $17.5 million $15 million
Fixed coupon interest rate 4.38% 4.53% 4.72%
Maturity date May 30, 2028 May 30, 2033 May 30, 2048
State of Hawaii Department of Budget
and Finance loaned the proceeds to:

Hawaiian Flectric $52 million $12.5 million $10.5 million

Hawaii Electric Light $9 million $3 million $3 million

Maui Electric $6.5 million $2 million $1.5 million

The Notes include substantially the same financial covenants and customary conditions as Hawaiian Electric’s credit
agreement, Hawaiian Electric is also a party as guarantor under the Note Purchase Agreements entered into by Hawaii Electric
Light and Maui Electric. All the proceeds of the Notes were used by Hawaiian Electric, Hawaii Electric Light and Maui Electric
to finance their capital expenditures and/or to reimburse funds used for the payment of capital expenditures. The Notes may be
prepaid in whole or in part at any time at the prepayment price of the principal amount plus a “Make-Whole Amount,” as
defined in the Note Purchase Agreements.

Note 5 * Shareholders’ equity

Reserved shares. As of December 31, 2018, HEI had reserved a total of 10,029,398 shares of cammon stock for future
issuance under the HEI Dividend Reinvestment and Stock Purchase Plan (DRIP), the Hawaiian Electric Industries Retirement
Savings Plan (HEIRSP), the HEI 2011 Nonemployee Director Stock Plan, the ASB 401(k) Plan and the 2010 Executive
Incentive Plan.

Accumulated other comprehensive inceme/(loss). Changes in the balances of each component of accumulated other
comprehensive income/(loss) (AQCI) were as follows:

Hawaiian Electric Consolidated

Unrealized Retirement
gains (losses) benefit

(in thousands) on derivatives plans AOC]
Balance, December 31, 2015 b — 925 § 925
Current period other comprehensive

loss, net of taxes (454) (793)  (1,247)
Balance, December 31, 2016 (454) 132 (322}
Current period other comprehensive

income (loss), net of taxes 454 (1,142) (688)
Reciass of AQCI for tax rate reduction

impact — (209) (209
Balance, December 31, 2017 — (1,219 (1,219)
Current period other comprehensive

income (loss), net of taxes — 1,318 1,318
Balance, December 31, 2018 $) - — 85— -9 & 9% . - oo oL .o
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Reclassifications out of AOCI were as follows:

Amount reclassified from AQCI Affected line item in the Statement of
Years ended December 31 2018 2017 2016 Income/Balance Sheet
(in thousands)

Hawaiian Electric consolidated
Derivatives qualifying as cash flow hedges

Property, plant and equipment (2017); Revenues
Window forward contracts S — 5 454 3 (173) (gains on window forward contracts (2016))

Retirement benefit plans:

Amortization of prior service credit and net
losscs recognized during the period in net

periodic benefit cost 19,012 14,477 13,254  See Note 9 for additional details

Impact of D&Os of the PUC included in

regulatory assets 8,325 (78,724) 28,584 SeeNote 9 for additional details
Total rcclassifications § 27,337 & (63,793) & 41,665

Note 6 Revenucs

Adoption of ASU No. 2014-09, “Revenue from Contracts with Customers (Topic 606).” In the first quarter of 2018,
Hawaiian Electric adopted ASU No. 2014-09, “Revenue from Contracts with Customers {Topic 606),” using the modified
retrospective method. Results for reporting periods beginning afier January 1, 2018 are presented under Topic 606, while prior
period amounts are not adjusted and continue te be reported in accordance with accounting standards in effect for those periods.
The adoption of Topic 606 had no significant impact on the timing or pattern of revenue recognition for Hawaiian Electric.

Revenue from contracts with custemers. The revenucs subject to Topic 606 include the Utilities’ electric energy sales
revenue and the ASB’s transaction fees, as further described below.

Eleciric Utilities.

FElectric energy sales. Elcciric energy sales represent revenues from the gencration and transmission of electricity to
customers under tariffs approved by the PUC. Transaction pricing for electricity is determined and approved by the PUC for
each rate class and includes revenues from the base electric charges, which are composed of (1) the customer, demand, encrgy,
and minimum charges, and (2) the power factor, service voliage, and other adjustments as provided in each rate and rate rider
schedule. The Utilities satisfy performance obligations over time, i.e., the Utilities generate and transfer control of the
electricity over time as the customer simultaneously receives and consumes the benefits provided by the Utilitics” performance.
Payments from customers are generally due within 30 days from the end of the billing period. As electric bills to customers
reftect the amount that corresponds directly with the value of the Utilitics’ performance to date, the Utilitics have elected to use
the right to invoice practical expedient, which entitles them to recognize revenue in the amount they have the right to invoice.

The Utilities’ revenues include amounts for recovery of various Hawaii state revenue taxes. Revenue taxes are generally
recorded as an expense in the year the related revenues are recognized. For 2018, 2017 and 2016, the Utilities® revenues include
recovery of revenue taxes of approximately $226 million, $202 million and $187 million, respectively, which amounts are in
“Taxes, other than income taxes” expense. However, the Ultilities pay revenue taxes to the taxing authoritics based on (1) the
prior year's billed revenues (in the case of public service company taxes and PUC fees) in the current year or (2) the current
year’s cash collections from electric sales (in the case of franchise taxes) afier ycar end. As of December 31, 2018 and 2017,
the Utilities had recorded $130 million and $115 million, respectively, in “Taxes accrued, including revenue taxes” on the
Utilities” consolidated balance sheet for amounts previously collected from customers or acerued for public service company
taxes and PUC fees, net of amounts paid to the taxing authorities. Such amounts will be used to pay public service company
taxes and PUC fees owed for the following year.

Revenues from other sources. Revenues from other sources not subjcct to Topic 606 are accounted for as follows:

Electric Utilities.

Regulaiory revenues. Regulatory revenues primarily consist of revenues from decoupling mechanism, cost recovery
surcharges and the Tax Act adjustments.

Decoupling mechanism - Under the decoupling mechanism, the Utilities are allowed to recover or refund the
difference between actual revenue and the target revenue as determined by the PUC, collect revenue adjustment mechanism
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and major project interim recovery revenues, and recover or refund performance incentive mechanism penalties or rewards.
These adjustments will be reflected in tariffs in future periods.

Cost recovery surcharges - For the timely recovery of additional costs incurred, and reconciliation of costs and
expenses included in tariffed rates, the Utilities recognize revenues under surcharge mechanisms approved by the PUC. These
will be reflected in tariffs in future periods (e.g., ECAC/ECRC and PPAC).

Tax Act adjustments - These represent adjustments to revenues for the amounts included in tariffed revenues that will
be returned to customers as a result of the Tax Act.

Since revenue adjustments discussed above resulted from either agreements with the PUC or change in tax law, rather than
contracts with customers, they are not subject to the scope of Topic 606. Also, see Notes 1, 3 and 11 of the Consolidated
Financial Statements. The Utilities have elected to present these revenue adjustments on a gross basis, which results in the
amounts being billed to customers presented in revenues from contracts with customers and the amortization of the related
regulatory asset/liability as revenues from other sources. Depending on whether the previous deferral balance being amortized
was a regulatory asset or regulatory liability, and depending on the size and direction of the current year deferral of surcharges
and/or refunds to customers, it could result in negative regulatory revenue during the year.

Utility pole attachment fees. These fees primarily represent revenues from third-party companies for their access to
and shared use of Utilities-owned poles through licensing agreements. As shared portion of the utility pole is functionally
dependent on the rest of the structure, no distinct goods appear to exist. Therefore, these fees are not subject to the scope of
Topic 606, but recognized in accordance with ASC Topic 610, Other Income. See note 3 of the Consolidated Financial
Statements.

Revenue disaggregation. The following tables disaggregate revenues by major source, timing of revenue recognition, and
segment as of December 31, 2018:

Electric
(in thousands) utility
Revenues from contracts with customers
Electric energy sales - residential $ 801,846
Electric energy sales - commercial 853,672
Electric energy sales - large light and power 894,770
Electric energy sales - other 17,243
Total revenues from contracts with customers 2,367,531
Revenues from other sources
Regulatory revenue (37,687)
Other 16,681
Total revenues from other sources (21,006)
Total revenues $ 2,346,525
Timing of revenue recognition
Services/goeds transferred at a point in time $ —
Services/goods transferred over time 2,567,531
Total revenues from contracts with customers § 2,567,531

There are no material contract assets or liabilities associated with revenues from contracts with customers existing at the
beginning or as of December 31, 2018. Accounts receivable and unbilled revenues related to contracts with customers represent
an unconditional right to consideration since all performance obligations have been satisfied. These amounts are disclosed as
customer accounts receivable, net and accrued unbilled revenues, net on Hawaiian Electric’s consolidated balance sheets.

As of December 31, 2018, the Utilities had no material remaining performance obligations due to the nature of the
Company’s contracts with its customers. Performance obligations are fulfilled as electricity is delivered to customers.

Note 7 - Retirement benefits

Defined benefit plans, Substantially all of the employees of the Ulilities participate in the Retirement Plan for Employees of
Hawaiian Electric Industries, Inc. and Participating Subsidiaries (HEI Pension Plan). The HEI Pension Plan is qualified,
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noncontributory defined benefit pension plan and include benefits for utility union employees determined in accordance with
the terms of the collective bargaining agreements between the Utilities and the union. The Plan is subject to the provisions of
ERISA. In general, benefits are based on the employees” or directors’ years of service and compensation.

The continuation of the Plan and the payment of any contribution thereunder are not assumed as contractual obligations by
the participating employers.

Each participating employer reserves the right to terminate its participation in the applicable plans at any time, and HEI
reserves the right to terminate its plan at any time, If a participating employer terminates its participation in the Plan, the
interest of each affected participant would become 100% vested to the extent funded. Upon the termination of the Plan, assets
would be distributed to affected participants in accordance with the applicable allocation provisions of ERISA and any excess
assels that exist would be paid to the participating employers. Participants’ benefits in the Plan are covered up to certain limits
under insurance provided by the Pension Benefit Guaranty Corporation,

Postretirement benefits other than pensions. The Utilities provide eligible employees health and life insurance benefits upon
retirement under the Postretirement Welfare Benefits Plan for Employees of Hawaiian Electric Company, Inc. and participating
employers (Hawaiian Electric Benefits Plan). Eligibility of employees and dependents is based on eligibility to retire at
termination, the retirement date and the date of hire. The plan was amended in 2011, changing eligibility for certain bargaining
unit employees hired prior to May 1, 2011, based on new minimum age and service requirements effective January 1, 2012, per
the collective bargaining agreement, and certain management employees hired prior to May 1, 2011 based on new eligibility
minimum age and service requirements effective January 1, 2012. The minimum age and service requirements for management
and bargaining unit employees hired May 1, 2011 and thereafter have increased and their dependents are not eligible to receive
postretirement benefits. Employees may be eligible to receive benefits from the HEI Pension Plan but may not be eligible for
postretirement welfare benefits if the different eligibility requirements are not met.

The executive death benefit plan was frozen on September 10, 2009 for participants at benefit levels as of that date.

The Utilities’ cost for OPEB has been adjusted to reflect the plan amendments, which reduced benefits and created prior
service credits to be amortized over average future service of affected participants. The amortization of the prior service credit
will reduce benefit costs over the next few years until the various credit bases are fully recognized. Each participating employer
reserves the right to terminate its participation in the Hawaiian Electric Benefits Plan at any time.

Balance sheet recognition of the funded status of retirement plans. Employers must recognize on their balance sheets the
funded status of defined benefit pension and other postretirement benefit plans with an offset to AOCI in sharcholders’ equity
(using the projected benefit obligation (PBO) and accumulated postretirement benefit obligation (APBQ), to calculate the
funded status).

The PUC allowed the Utilities to adopt pension and OPEB tracking mechanisms in previous rate cases. The amount of the
net periodic pension cost (NPPC) and net periodic benefits costs (NPBC) to be recovered in rates is established by the PUC in
each rate case. Under the Utilities” tracking mechanisms, any actual costs determined in accordance with GAAP that are
overfunder amounts allowed in rates are charged/credited to a regulatory asset/liability. The regulatory asset/liability for each
utility will then be amortized over 5 years beginning with the respective utility’s next rate case. Accordingly, all retirement
benefit expenses (except for executive life and nonqualified pension plan expenses, which amounted to $1.0 million and $1.1
million in 2018 and 2017, respectively} determined in accordance with GAAP will be recovered.

Under the tracking mechanisms, amounts that would otherwise be recorded in AOCI (excluding amounts for executive life
and nonqualified pension plans), net of taxes, as well as other pension and OPEB charges, are allowed to be reclassified as a
regulatory asset, as those costs will be recovered in rates through the NPPC and NPBC in the future. The Utilities have
reclassified to a regulatory asset/(liability) charges for retirement benefits that would otherwise be recorded in AOCI
(amounting to the elimination of a potential charge to AQCI of $11.2 million pretax and $(128) million pretax for 2018 and
2017, respectively). -

Under the pension tracking mechanism, the Utilities are required to make contributions to the pension trust in the amount
of the actuarially calculated NPPC, except when limited by the ERISA minimum contributions requirements or the maximum
contributions imposed by the Internal Revenue Code. Contributions in excess of the calculated NPPC are recorded in a separate
regulatory asset. In 2018, the pension tracking mechanism was modified to allow prior year contributions made in excess of
NPPC to satisfy future contributions, when the ERISA minimum required contribution is less than NPPC. The Utilities reduced
their 2018 contribution for this modification.

The OPEB tracking mechanisms generally require the Utilities to make contributions to the QPEB trust in the amount of
the actuarially calculated NPBC, (excluding amounts for executive life), except when limited by material, adverse
consequences imposed by federal regulations.

Defined benefit pension and other postretirement benefit plans information. The changes in the obligations and assets of
the Utilities’ retirement benefit plans and the changes in AOCI (gross) for 2018 and 2017 and the funded status of these plans
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and amounts related to these plans reflected in the Utilities” consolidated balance sheet as of December 31, 2018 and 2017 were
as follows:

2018 2017
Pension Other Pension Other

(in thousands) benefits benefits benefits benefits
Hawaiian Electric consolidated
Benefit obligation, January | 3 1,928,648 § 204,644 §$ 1,779,626 §$ 225,723
Service cost 67,359 2,704 63,059 3,353
Interest cost 71,294 7,628 74,632 9.115
Actuarial losses (gains} (158,258} (25,330) 80,186 (25,172)
Participants contributions — 2,472 — 2,047
Benefits paid and expenses (71,535) (10,958) (68,691) (10,419)
Transfers 145 2 (164) 3)
Benefit obligation, December 31 1,837,653 181,162 1,928,648 204,644
Fair value of plan assets, January 1 1,468,403 190,814 1,233,184 171,383
Actual return on plan assets (51,836) (11,625) 237,830 27,806
Employer contributions 37,550 — 65,669 —
Participants contributions — 2,472 — 2,047
Benefits paid and expenses (71,060) (10,801) (68,225) (10,419)
Other 56 2 (55) 3)
Fair value of plan assets, December 31 1,343,113 170,862 1,468,403 190,814
Accrued benefit liability, December 31 h) (494,540) % (10,300) § (460,245} § (13,830)
Other liabilities {short-term) (512) (669) (494) (633)
Defined benefit pension and other postretirement benefit plans

liability (494,028) (9,631) (459,751) (13,197}
Accrued benefit liability, December 31 $ (494,540) § (10,300) § (460,245) § (13,830)
AQCI debit, January 1 (excluding impact of PUC D&Os) $ 493,464 § 839 § 579,725 § 40,967
Recognized during year — prior service credit (cost) (8) 1,803 (8) 1,804
Recognized during year — net actuarial losses (27,302) (98) (24,392) (1,102)
Occurring during year — net actuarial losses (gains) 36,033 (993) (61,861) (40,830}
AQOCI debit before cumulative impact of PUC D&0Os, December 31 502,189 1,551 493,404 839
Cumulative impact of PUC D&Os (498,944) (4,929) (489,894) 2,767
AOC]I debit/{(credit), December 31 3 3245 § (3,378) § 3,570 % {1,928)
Net actuarial loss $ 502,173 § 8,439 § 493,439 % 9,531
Prior service cost (gain) 16 (6,888) 25 (8,692)
AQCI debit before cumulative impact of PUC D&Os, December 31 502,189 1,551 493,464 8309
Cumulative impact of PUC D&Os (498,944) (4,929) (489,894) (2,767)
AQCI debit/(credit), December 31 3,245 (3,378) 3,570 (1,928)
Income taxes (benefits) (836) 870 (920} 497
AQCI debit/(credit), net of taxes (benefits), December 31 $ 2,409 % (2,508) 3 2,650 § (1,431)

As of December 31, 2018 and 20117, the other postretirement benefit plan shown in the table above had ABOs in excess of
plan assets.

The dates used to determine retirement benefit measurements for the defined benefit plans were December 31 of 2018,
2017 and 2016. ‘

For purposes of calculating NPPC and NPBC, the Utilities have determined the market-related value of retirement benefit
plan assets by calculating the difference between the expected return and the actual return on the fair value of the plan assets,
then amortizing the difference over future years - 0% in the first year and 25% in each of years two through five — and finally
adding or subtracting the unamortized differences for the past four years from fair value. The method includes a 15% range
restriction around the fair value of such assets (i.e., 85% to 115% of fair value),

A primary goal of the plans is to achieve long-term asset growth sufficient to pay future benefit obligations at a reasonable
level of risk. The investment policy target for defined benefit pension and OPEB plans reflects the philosophy that long-term
growth can best be achieved by prudent investments in equity securities while balancing overall fund volatility by an
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appropriate allocation to fixed income securities. In order to reduce the level of portfolio risk and volatility in returns, efforts
have been made to diversify the plans® investments by asset class, geographic region, markei capitalization and investment

style.

The asset allocation of defined benefit retirement plans to equity and fixed income securities (excluding cash) and related
investment policy targets and ranges were as foliows:

Pension benefits Other henefits
Investment policy Investment policy
December 31 2018 2017 Target Range 218 2017 Target  Range
Assets held by category
Equity securities 69% 73% 70% 65-75 70% 73% 70% 65-75
Fixed income sccurities kY| 27 30 25-35 30 27 30 25-35
100% 100% 100% 100% 100% 100%

The Utilities based its selection of an assumed discount rate for 2019 NPPC and NPBC and December 31, 2018 disclosure
on a cash flow matching analysis that utilized bond information provided by Bloomberg for all non-callabie, high quality bonds
(generally rated Aa or better) as of December 31, 2018. In selecting the expected rate of return on plan assets for 2019 NPPC
and NPBC: a) the Utilities considered economic forecasts for the types of investments held by the plans (primarily equity and
fixed income investments), the Plans’ asset allocations, industry and corporate surveys and the past performance of the plans’
assels in selecting 7.25%. For 2018, retirement benefit plans’ assets of the Utilities had a net loss of 6.5%.

As of December 31, 2018, the assumed health care trend rates for 2019 and future years were as foltows: medical, 7.25%,
grading down to 5% for 2028 and thereafer; dental, 5%; and vision, 4%. As of December 31, 2017, the assumed health care
trend rates for 2018 and future years were as follows: medical, 7.50%, grading down to 5% for 2028 and thereafier; dental, 5%;
and vision, 4%.

The components of NPPC and NPBC werc as follows:

Pension benefits Other benefits

(in thousands) 2018 2017 2016 2018 2017 2016
Hawaiian Electric consolidated
Service cost b 67,359 § 63,059 % 58,796 3 2,704 8 3353 % 3.284
Interest cost 71,294 74,632 74,808 7,628 9,115 9.337
Expected return on plan assets (102.368) {95,892) (91,633) (12,7113} (12,141 ° (12,096)
Amortization of nel prior service (gain) cost 8 8 i3 (1,803) (1,804) (1,803)
Amortization of net actuarial losses 27.302 24,392 22,693 o8 1,102 793
Net periodic pension/bencfit cost 63.595 66,199 64,677 (4,086) (381} (485)
[mpact of PUC D&Os 25,828 (18,004) (18.117) 3,842 1,211 1,343
Net periodic pension/bencfit cost (adjusted for

impact of PUC D&Os) § §9,423 3 48,195 § 46,560 § (244) 3 830 % 8s8

The estimated prior service credit and net actuarial loss for defined benefit plans that will be amortized from AOCI or
regulatory assets into NPPC and NPBC during 2019 is as follows:

Hawaiian Electric

consolidated
Pension Other
(in millions) benefits benefits
Estimated prior service credit S — 5 (1.8)
Net actuarial loss 14.3 —

The Utilities recorded pension expense of $55 miilion, $30 mitlion and $30 millicn and OPEB (income) expense of $(0.1)
million, $0.8 million and $0.7 miltion in 2018, 2017 and 2016, respectively, and charged the remaining amounts primarily to
electric utility plant,
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The health care cost trend rate assumptions can have a significant effect on the amounts reported for other benefits. As of
December 31, 2018, for the Utilities, a one-percentage-point increase in the assumed health care cost trend rates would have
increased the total service and interest cost by $0.1 million and the accumulated postretirement benefit obligation (APBO) by
$2.9 million, and a one-percentage-point decrease would have reduced the total service and interest cost by $0.1 million and the
APBO by $3.3 million.

Additional information on the defined benefit pension plan’s accumulated benefit obligations (ABQOs), which do not
consider projected pay increases {unlike the PBOs shown in the table above), PBOs and assets were as follows:

Hawaiian Electric

consolidated

December 31 2018 2017
(in billions)
Defined benefit plans - ABOs $ 1.6 % 1.7
Defined benefit plans with ABQ in excess of plan assets

ABOs 1.6 1.7

Plan assets 1.3 1.5
Defined benefit plans with PBOs in excess of plan assets

PBOs 1.8 1.9

Plan assets 13 1.5

The Utilities estimate that the cash funding for the qualified defined benefit pension plan in 2019 will be $47 million,
which should fully satisfy the minimum required contributions to that Plan, including requirements of the pension tracking
mechanisms and the Plan’s funding policy. The Utilities’ current estimate of contributions to its other postretirement benefit
plans in 2019 is nil.

As of December 31, 2018, the benefits expected to be paid under all retirement benefit plans in 2019, 2020, 2021, 2022,
2023 and 2024 through 2028 amounted to $81 million, $83 million, $87 million, $90 million, $93 million and $525 million,
respectively.

Defined contribution plans information. The Utilities® expenses and cash contributions for its defined contribution pension
plan under the HEIRSP for 2018, 2017 and 2016 were $2.3 million, $2.0 million and $1.5 million, respectively.
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Note 8 * Share-based compensation

Under the 2010 Equity and Incentive Plan, as amended, HEI, parent of the Utilities, can issue shares of common stock as
incentive compensation to selected employees in the form of stock options, stock appreciation rights (SARs), restricted shares,
restricted stock units, performance shares and other share-based and cash-based awards. The 2010 Equity and Incentive Plan
(original EIP) was amended and restated effective March 1, 2014 (EIP) and an additional 1.5 million shares were added to the
shares available for issuance under these programs.

As of December 31, 2018, approximately 3.2 million shares remained available for future issuance under the terms of the
EIP, assuming recycling of shares withheld to satisfy minimum statutory tax liabilities relating to EIP awards, including an
estimated 0.6 million shares that could be issued upon the vesting of outstanding restricted stock units and the achievement of
performance goals for awards outstanding under long-term incentive plans {(assuming that such performance goals are achieved
at maximum levels).

Restricted stock units awarded under the 2010 Equity and Incentive Plan in 2018, 2017, 2016 and 2015 will vest and be
issued in unrestricted stock in four equal annuai increments on the anniversaries of the grant date and are forfeited to the extent
they have not become vested for terminations of employment during the vesting period, except that pro-rata vesting is provided
for terminations due to death, disability and retirement. Restricted stock units expense has been recognized in accordance with
the fair-value-based measurement method of accounting. Dividend equivalent rights are accrued quarterly and are paid at the
end of the restriction period when the associated restricted stock units vest.

Stock performance awards granted under the 2018-2020 and 2017-2019 long-term incentive plans (LTIP) entitle the
grantee to shares of common stock with dividend equivalent rights once service conditions and performance conditions are
satisfied at the end of the three-year performance period. LTIP awards are forfeited for terminations of employment during the
performance period, except that pro-rata participation is provided for terminations due to death, disability and retirement based
upon completed months of service after a minimum of 12 months of service in the performance period. Compensation expense
for the stock performance awards portion of the LTIP has been recognized in accordance with the fair-value-based measurement
method of accounting for performance shares.

Under the 2011 Nonemployee Director Stock Plan (2011 Director Plan), HEI can issue shares of common stock as
compensation to nonemployee directors of HEI, Hawaiian Electric and ASB. As of December 31, 2018, there were 46,607
shares remaining available for future issuance under the 2011 Director Plan.

Share-based compensation expense and the related income tax benefit were as follows:

(in millions) 2018 2017 2016
Hawaiian Electric consolidated

Share-based compensation expense' 2.7 1.9 1.4
Income tax benefit 0.5 0.7 0.5

' For 2018, 2017 and 2016, the Company has not capitalized any share-based compensation.
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Note 9 * Income taxes

The components of income taxes attributable to net income for common stock were as follows:

Hawaiian Electric consolidated

Years ended December 31 2018 2017 2016
(in thousands)
Federal
Current $ 29649 § 36267 % 952
Deferred* (5,245) 35,229 70,513
Deferred tax credits, net (12) 20 268
24,392 71,476 71,733
State
Current 13,210 8,947 9,232
Deferred (2,737 2,808 3,873
Deferred tax credits, net 37 (32) (37)
10,386 11,723 13,068
Total $ 34,778 § 83,199 § 84,801

* The 2018 deferred income tax expense includes the final adjustment to reduce the provisional amount recorded in 2017 pursuant to Staff Accounting Bulletin
No. 118 (SAB No. 118). See SAB No. 118 disclosure below for details of the accounting for the enactment of the Tax Act.

A reconciliation of the amount of income taxes computed at the federal statutory rate to the amount provided in the
consolidated statements of income was as follows:

Hawaiian Electric consolidated

Years ended December 31 218 2017 2016
(in thousands)
Amount at the federal statutory income tax rate $ 37,889 § 71,801 $ 80,190
Increase (decrease) resulting from:
State income taxes, net of federal income tax benefit 8,080 7,584 8,494
Net deferred tax asset (liability) adjustment related to
the Tax Act (9,285) 9,168 —
Cther, net {1,906) (3,354) (3,883)
Total $ 34,778 § 83,199 § 84,801
Effective income tax rate 19.3% 40.6% 37.0%

The tax effects of book and tax basis differences that give rise to deferred tax assets and liabilities were as foliows:
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Hawaiian Electrie consolidated
December 31 2018 2017
(in thousands)
Deferred tax assets
Regulatory liabilities, excluding amounts attributable to

property, plant and equipment $ 104,868 % 104,984
Allowance for bad debts 659 1,812
Other 26,322 11,253

Total deferred tax assets 132,049 118,049
Deferred tax liabilities
Property, plant and equipment related 434,831 413,891
Regulatory assets, excluding amounts attributable to property,

plant and equipment 37,345 38,314
Deferred RAM and RBA revenues 11,278 15,038
Retirement benefits 25,430 38,020
Other 6,362 6,827

Total deferred tax liabilities 515,246 512,090
Net deferred income tax Hability $ 383,197 § 394,041

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods
in which those temporary differences are deductible. Based upon historical taxable income and projections for future taxable
income, management believes it is more likely than not the Utilities will realize substantially all of the benefits of the deferred
tax assets. As of December 31, 2018 and 2017, valuation allowances for deferred tax benefits were nil. The Utilities are
included in the consolidated federal and Hawaii income tax returns of HEI and are subject to the provisions of HEI’s tax sharing
agreement, which determines each subsidiary’s (or subgroup’s) income tax return liabilities and refunds on a standalone basis as
if it filed a separate return (or subgroup consolidated return).

The following is a reconciliation of the Utilities’ liability for unrecognized tax benefits for 2018, 2017 and 2016.

Hawaiian Electric consolidated

(in millions) 2018 2017 2016
Unrecognized tax benefits, January 1 3 35 % 3.8 3.6
Additions based on tax positions taken during the year 0.3 04 —
Reductions based on tax positions taken during the year — {0.2) 0.n
Additions for tax positions of prior years 0.1 — 0.3
Reductions for tax positions of prior years {0.1) (0.5) —
Lapses of statute of limitations 2.2) — —
Unrecognized tax benefits, December 31 $ 1.6 % 35 8§ 38

As of December 31, 2018 and 2017, the Utilities had no unrecognized tax benefits that, if recognized, would affect the
Utilities” annual effective tax rate. The Utilities believe that the unrecognized tax benefits will not significantly increase or
decrease within the next 12 months.

The Utilities recognize interest accrued related to unrecognized tax benefits in *Interest expense and other charges, net”
and penalties, if any, in operating expenses. In 2018, 2017 and 2016, the Utilities recognized approximately $0.1 million, $0.1
million and $0.03 million, respectively, in interest expense. Additional interest expense related to the Utilities’ unrecognized tax
benefits was recognized at HEI Consolidated because of the Utilities NOL position. The Utilities had $0.3 million and $0.2
million of interest accrued as of December 31, 2018 and 2017, respectively.

As of December 31, 2018, the disclosures above present the Utilities’ accruals for potential tax liabilities, which involve
management’s judgment regarding the likelihood of the benefit being sustained. The final resolution of uncertain tax positions
could result in adjustments to recorded amounts. Based on information currently available, the Ultilities believe these accruals
have adequately provided for potential income tax issues with federal and state tax authorities, and that the ultimate resolution
of tax issues for all open tax periods will not have a materjal adverse effect on its results of operations, financial condition or
liquidity.
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IRS examinations have been completed and settled through the tax year 2011 and the statute of limitations has expired for
years prior to 2015, leaving subsequent years subject 1o IRS examination. The tax years 2011 and subsequent are still subject to
examination by the Hawaii Department of Taxation.

Major tax developments. The 2017 Tax Cuts and Jobs Act was the first comprehensive change in the law since the 1986 Tax
Reform Act and has a continuing impact on U.S. taxpayers. The changes for corporate taxpaycrs are numerous but the
following summarizes the provisions that have a major impact on the Utilities.

Lower tax rate. The corporale income tax rate reduction from 35% to 21% lowers the Utilitics’ effective 1ax rate in 2018
and the subsequent years. For the regulated Utilities, the excess ADIT resulting from the rate change is being returned to
customers over various periods determined with the approval of the PUC.

Bonus depreciation. The Tax Act allows 100% bonus depreciation through the end of 2022 for qualified property
purchascd and placed in service afier September 27, 2017. However, property placed into service afier September 27, 2017 are
grandfathered under the pre-Tax Act rules allowing 30% bonus depreciation if subject 10 written binding purchase contracts
prior to Sepiember 28, 2017. The Tax Act provides that property used in the trade or business of a regulated utility (including
the furnishing or selling electrical energy) is nol qualified property.

Other applicable provisions. There are a number of other provisions in the Tax Act that have an impact on the Utilities,
including the narrowing of the exclusions from taxability of certain contributions in aid of construction (CIAC), the repeal of
the domestic production activities deduction (DPAD), non-deductibility of transportation fringe benefits excluded from
employees income, and the increased limitation on the deductibility of executive compensation.

S4B No. 118. On December 22, 2017, the SEC stafT issucd SAB No. 118 to address the application of GAAP in situations
when a registrant does not have the necessary information available, prepared, or analyzed (including computations) in
reasonable detail to complete the accounting for certain income tax effects of the Tax Act.

The LUhilities applied the guidance in SAB No. 118 when accounting for enactment date effects of the Tax Act in 2017 and
throughout 2018. At December 31, 2017, the Utilitics had not completed its re-measurement of deferred tax assets and liabilities
as a result of the reduction in the US federal corporate income tax rate to 21% and in accordance with SAB No. 118, recorded a
provisional amount. The Tax Act’s reduction of the corporate tax rate to 21% resulted in a net deferred tax balance that was in
excess of the taxes the Utilities expected to pay or be refunded in the future when the temporary differences creating these
deferrcd taxes reverse. The excess related 1o the Utilities® deferred taxes that are expected to be refunded in rates was
reclassified Lo a regulatory liability that will be returned to the customers prospectively. The remaining excess was writien off
through deferred tax expense. Consequently, the Utilities recorded a provisional decrease in net deferred tax liabilities of
$275.7 millicn with the corresponding net adjustment to increase deferred tax expense of $9.2 million and 1o increase the
Utilities’ regulatory labilities by $284.9 million. December 22, 2018 marked the end of the measurement period for purposes of
SAB No. 118. Consequently, the Utilities have completed the analysis, based on available Treasury and legislative guidance
relating to the Tax Act.

In 2018, the Utilities re-measurcd certain deferred tax assets and liabilities based on the raies a1 which they were expected
to reverse in the future. For the period ended December 31, 2018, the net deferred tax liabilitics decreased by $13.6 million with
the corresponding net adjustment that decreased deferred tax expense by $5.2 million and increased the regulatory liability by
$11.3 million. The decrease in deferred tax expense is included as a component of income tax cxpense and had the effect of
decreasing the effective 1ax rate in 2018 from 22.2% to 19.3%.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Note 10 - Cash flows

Years ended December 31 2018 2017 2016

(in millions)

Supplemental disclosures of cash flow information

Hawaiian Electric consolidated

Interest paid to non-affiliates, net of amounts capitalized 73 63 62
Income taxes paid (including refundable credits) 64 26 1
Income taxes refunded (including refundable credits) 31 —_ 20

Supplemental disclosures of noncash activities
Hawaiian Electric consolidated
Electric wtility property, plant and equipment

Unpaid invoices and accruals for capital expenditures,

balance, end of period (investing) 44 38 84
Estimated fair value of noncash contributions in aid of construction (investing} 14 18 28
Acqguisition of Hawaiian Telcom’s interest in joint poles (investing) 48 —_ —

Note 11 * Regulatory restrictions on net assets

The abilities of certain of HEI's subsidiaries to pay dividends or make other distributions to HEI are subject to contractual
and regulalory restrictions. Under the PUC Agreement, in the event that the consolidated common stock equity of the electric
utility subsidiaries falls below 35% of the total capitalization of the electric utilitics (including the current maturities of long-
term debt, but excluding short-term borrowings), the electric utility subsidiaries would, absent PUC approval, be restricted in
their payment of cash dividends to 80% of the eamings available for the payment of dividends in the current fiscal year and
preceding five years, less the amount of dividends paid during that period. The PUC Agreement also provides that the foregoing
dividend restriction shall not be construed as relinquishing any right the PUC may have to review the dividend policies of the
clectric utility subsidiaries. As of December 31, 2018, the consolidated common stock equity of HEI's electric utility
subsidiaries was 57% of their total capitalization (as calculated for purposes of the PUC Agreement). As of December 31, 2018,
Hawaiian Electric and its subsidiaries had common stock equity of $2.0 billion of which approximately $782 million was not
available for transfer to HEI in the form of dividends, loans or advances without regulatory approval.

Note 12 - Significant group concentrations of credit risk

Most of the Utilities’ business activity is with customers located in the State of Hawaii.

The Utilities are regulaled operating clectric public utilities engaged in the generation, purchase, (ransmission, distribution
and sale of electricity on the islands of Oahu, Hawaii, Maui, Lanai and Molokai in the State of Hawaii. The Utilitics provide the
only electric public utility service on the islands they serve. The Utilities grant credit lo customers, all of whom reside or
conduct business in the State of Hawaii.
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Note